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Special R & D Conference 


HOW TO CAPITALIZE ON RESEARCH 
AND ENGINEERING TALENT 
MAY 5-7, 1958 
Huntington-Sheraton Hotel © Pasadena, Cal. 


Tuis Specran AMA ConFERENCE is designed to show you how to 
go directly to your company’s scientific personnel with new approaches 
to leadership . . . with methods and techniques that will make research 


and engineering pay off on the most favorable terms. 


Conference speakers are leaders of outstanding scientific programs 
in industry and university. They will detail for you the latest advances 


in such areas as... 


e Selecting and developing technical talent 
e Organizing research and engineering activities 
e Developing more creative engineering 


e Top management's objectives and leadership in scientific 
programs 


e How to motivate scientific personnel 


You'll want to use this Conference for an accurate, comparative 
measurement of your efforts in building a strong technical group in 
your company . . . for a stimulating and profitable guide for organizing 


important new planning. 


Make your plans to attend now. Address Department M4, 
Research and Development Division, AMA. 


AMERICAN MANAGEMENT ASSOCIATION, INC. 
1515 Broadway © Times Square ® New York 36, N. Y. 


In this issue... 


ADJUSTING TO 
CHANGING 
BUSINESS 


CONDITIONS 


Five reports by 


leading experts 


ManaceEMENT’s RESPONSIBILITY for adjusting to changing bus- 
iness conditions is as old as the management job itself—is, in fact, 
its very essence. Accordingly, the theme of our special feature sec- 
tion this month is both timely and, in a sense, timeless. 


Because of the uncertainties surrounding today’s business con- 
ditions, management must build enough flexibility into its opera- 
tions now to adjust smoothly to fluctuations in either direction. 
This, however, means considerable forward planning and involves 
broad policy considerations that have always entered into manage- 
ment’s job. 


“Adjusting to change” does not, in any case, mean paring bud- 
gets indiscriminately and taking other defensive (and perhaps im- 
mobilizing) action. To do so would be to overlook the positive 
side of the changing economic picture and perhaps even to jeop- 
ardize the company’s competitive position. ~ 

The five special reports that start on page 5 (all of which were 
originally delivered at AMA’s recent Research and Development 
Conference) consider the wide range of alternatives at manage- 
ment’s disposal—not only to “roll with the punches” when neces- 
sary, but to insure that it will reap full advantage of the profit and 
growth opportunities that always lie within reach of the progressive, 
well-managed company. 

—Tue Epirors 
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ADJUSTING TO CHANGING BUSINESS CONDITIONS: 


MANAGEMENT 
RESPONSIBILITIES 
IN A PERIOD 

OF CHANGE 


Gordon G. Hoit 


Executive Vice President 
Stromberg-Carlson Company 


Tere ts A TENDENCY in many quarters to think of the problems 
of changing business conditions only when substantial upward or 
downward movements of the economy make them obvious and 
pressing. To be sure, we have always had major changes in eco- 
nomic conditions, both up and down; but more than this, each 
business is constantly confronted with changing conditions that 
van affect its profitability—and even its continued existence. 

As evidence of how important recognizing, analyzing, and 
adjusting to change is, a study made a few years ago revealed 
that only 36 of the 100 largest industrial concerns in 1909 still 
held that high status in 1948. In other words, in less than 40 
years almost two-thirds of the 100 largest corporations had lost 
their position of strength—and more have fallen by the wayside 
since. Why? Because some type of change had not been foreseen 
or had been stubbornly resisted. 


WHAT CAUSES CHANGING CONDITIONS? 


How do we prepare ourselves to cope with change? First, we 
must have an understanding of the current business climate—such 
as the one we are presently experiencing, where confusing evidence 
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of change is apparent in almost every direction businessmen can 
turn. Personal consumption expenditures are declining, personal 
savings are moving up, government spending is rising. Expendi- 
tures for plant and equipment have dipped sharply, while the gross 
national product has continued to climb. Forecasters and economic 
consultants offer their predictions, and statistical indices of an 
almost endless variety flood in from data collectors. In fact, the 
United States has been called a country of “countervailing statis- 
tics”; whether one is disposed tc gloom or optimism, figures are 
available to support his views. It is easy to confuse the many 
symptoms of change with the forces of change. We must get behind 
the welter of statistics and predictions and identify the basic rea- 
sons for the changing business climate. 


BUSINESS AND WORLD POLITICS 


Five distinct currents will strongly affect business in the days 
ahead, and no management can safely ignore their influence. The 
first of these is the world political situation. For the predictable 
future, it seems that we will be fighting cold war and economic 
war, and our success or failure will determine not only our own 
future, but that of the underdeveloped countries that comprise 
roughly a third of the world’s population. Furthermore, whether 
we like it or not, most other capitalistic countries are dependent 
on our level of business activity. The pressures between the free 
world and the Soviet world are great, and their impact on business 
conditions is unmistakable. 


THE POPULATION: GROWING AND CHANGING 


The second force is the explosive population growth this nation 
is witnessing. Within the next decade we will cross the 200 million 
mark, according to a Department of Commerce projection. But 
more than just growing, the population is undergoing other changes 
that will influence the future course of business. 

Higher birth rates, longer life expectancy, and earlier retirement 
ages mean that a larger proportion of the nation will be dependent 
on a relatively smaller work force during the next several years. 
In addition, the population boom is expected to swell the number 
of middle-class families. This means that companies in the con- 
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sumer goods field can expect significant growth in their mass 
markets. It also means, however, that industry must increase pro- 
ductivity at least at the rate of our population growth in order to 
maintain or raise the standard of living. 


TECHNOLOGICAL CHANGE 


Technology is the third strong current in our business climate. 
Atomic and thermonuclear energy, automation, electronics, and 
solar power are just a few of the exciting possibilities of the coming 
years. But over and above new sources of energy and more effi- 
cient processes, technology, broadly defined, is on the threshold of 
new insights into marketing, human behavior, and management 


itself. The increasing use of motivational research and the growing I 
application of operations research to management problems are just t 
two examples. Although we cannot be sure what tomorrow’s tech- a 
nology will bring, it will unquestionably provide challenges and I 
opportunities to every business organization. h 
GOVERNMENT POLICIES 
The next strong current shaping our business future is govern- . 
ment policies. What we let our government do to us and for us b 
affects every member of management. For example, tax rates and . 
the tax structure obviously have a broad impact on investment 0} 
plans, savings rates, and consumption expenditures; government . 
monetary and fiscal policies are deliberately aimed at keeping our o 
economy under control. Moreover, because the government's role 
is changing and enlarging each year, likely new moves by Wash- ¥ 
ington must be evaluated by every businessman in terms of his 
own operation. 
MOODS AND EXPECTATIONS fo 
The final force shaping today’s business climate is a combination in 
of expectations and economic structure. Because this country ta 
enjoys a relatively free economy, it is quite natural that the fo 
optimism or pessimism of managements and individual consumers ec 
has a strong effect on the economy. Management moods and ex- ac 
pectations, what investors think will happen, whether consumers an 
desire to save or spend—all tend to accelerate economic trends or de 
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imbalances. Perhaps the effects of expectations and moods are 
declining as understanding of our economy broadens. Neverthe- 
less, the combination of a free economy and the very human 
tendency to wonder about the future combine to make a potent 
force in our business climate. 

These five forces are interrelated and interdependent. They 
cannot be neatly separated and classified, but our business climate 
today contains elements of each. And these forces have generated 
major problems for management. 


MANAGING FOR CHANGE 


Perhaps the most basic problem is how to manage for change. 
It is important to set the stage and provide the kind of organiza- 
tional climate that facilitates acceptance of new ideas and new 
approaches. Stubborn resistance to change can be very costly— 
more costly than most companies can afford. Yesterday's thinking, 
however good, may no longer be valid to meet today’s problems. 

In addition to setting a favorable climate, management for 
change implies organizing for change. Designating task groups 
armed with adequate authority to handle new moves is one possi- 
bility. Preparing in advance for change by developing standby 
measures is still another profitable technique. The development 
of various operating budget figures—indicating, for example, what 
can be cut back if volume drops 20 per cent or how much addi- 
tional indirect expense can be permitted if volume goes up 10 per 
cent—can make it possible to avoid the damage that is often done 
when revisions of this kind must be made after a change hits. 


PRODUCT PLANNING 


A second important problem stemming from the five economic 
forces outlined above involves product planning. Before change- 
induced opportunities can be exploited, they must be found. Cer- 
tainly, a company of substantial size could well afford to provide 
for an internal staff group to follow and analyze the specific 
economic and competitive conditions that bear on present company 
activities and on contemplated moves. This kind of study and 
analysis leads to the development of new products, to offset the 
decline of obsolete ones or to insure the company’s growth pattern. 
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Once a new product is selected, a new-product group should be 


charged with the responsibility of determining exact specifications, col 
and developing, testing, and commercializing the new product. At an 
every phase in a new product's first year, this group asks the de 
question, “What can we do if conditions change?” The answer to de: 
this question is vital, because during the three to five years that ad: 
it takes to launch a new product there will certainly be changes tus 
that must be met. or 

sta 


MANAGING TECHNOLOGY 


The final problem area stemming from our business climate is 
managing technology. Realizing the danger of technological ob- i 
solescence, managements are stepping up internal research and cil 
development programs. But in so doing, almost every company 
has run headlong into the difficulty of aligning the dissimilar out- 
looks of research and management. Management's responsibility in 
solving this problem is great—particularly in a period of change. 


FOSTERING ECONOMIC GROWTH ADJU 


In addition to these problems resulting from today’s forces of 
change, management has an over-all responsibility to foster steady 
economic growth. Historically, the nation and the business com- 
munity have more or less accepted the inevitability of business 
booms and busts that place a terrific strain on economic, social, 
and political organizations. Yet there is no basic economic law 
stating that boom and bust are unavoidable. 

Although we have had a history of economic ups and downs 
over the past fifty years or so, we have averaged a 3 per cent growth 
per year. Perhaps we can stabilize at 3 per cent without the ups 
and downs—or, more optimistically, at some growth rate above 3 
per cent. There is a growing feeling that this is a reasonable goal. 

In any event, one of the roadblocks to more stable business con- 
ditions is the tendency to expand faster than markets become 
available, and intelligent management can do something about this. 
We have allowed ourselves to be influenced too strongly at times T: 
by overoptimistic sales forecasts, and we have not been alert enough cha 
and flexible enough to spot change and move in quickly and do are: 
something about it. sion 
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“Boom fever” is a contagious thing that often spreads beyond 
control. And as “boom fever” subsides, it too often is replaced by 
an equally painful bout of retrenchment that soon becomes a drastic 
decline. These tendencies seem to be lessening—we no longer 
describe business downturns as “panics,” but rather as “rolling 
adjustments”—but more can be done to smooth out business fluc- 
tuations. Opportunities to further stabilize our economy at a more 
or less constant growth rate lie in broadening management's under- 
standing of today’s economic forces. 

Management has made great strides in the past ten years. If we 
can further improve our flexibility of mind and spirit, sharpen our 
alertness to change, and implement our action once the change is 
recognized, we will have made a substantial contribution to a stable 
economy. 


ADJUSTING TO CHANGING BUSINESS CONDITIONS: 


PINPOINTING 
PROBLEM 
AREAS 


m Richard M. Paget 


Partner 
Cresap, McCormick and Paget 


Tue vast MAJORITY of difficulties encountered in adjusting to 
changing business conditions can be classified into eight problem 
areas. Although they show up more dramatically in times of reces- 
sion, the consequences of unsolved problems in these areas can be 
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just as costly in an expanding economy. And the cause-and-effect 
relationship of these areas is such that weaknesses in any one are to 
almost sure to cause problems in the others. be 
in 
THE VIEWPOINT OF TOP MANAGEMENT tio 
The first and perhaps the most significant problem area is the = 
attitude or viewpoint of top management. A management that is - 
essentially defensive in its viewpoint and attitudes is usually much “" 
more interested in cutting expenses than in improving profit poten- the 
tial. A constructive management, with an aggressive attitude that 
keeps its business constantly on the offensive, is much more likely ae 
to take advantage of business opportunities at any point in the he 
business cycle. sid 
There have been some classic examples of the influence of man- a 
agement attitudes since World War II. Defensive managements, chi 
concerned primarily with conserving assets, missed the boom and 
ended up with many serious problems. Those who were on the 
offensive, looking ahead and getting their business houses in order | 
to take any turn in conditions, have been riding the crest of the ade 
wave. fin; 
It is significant that, despite the prevailingly overcast business bus 
climate today, successful and aggressive companies are emphasizing an 
planning, strengthening and developing management, maintaining to 
an important role for research, and thinking in terms of new prod- pri 
ucts, product development, and acquisitions. 
pla 
THE ROLE OF THE BOARD OF DIRECTORS ava 
A second area in which trouble often arises in adjusting to a 
changing conditions is the composition and functioning of the you 
board of directors. Any board whose membership is determined of 
solely by stock ownership, nepotism, or the desire to have a docile 
council is a potential source of danger. The chief executive of a 0 
business is in a lonely position, and he needs a constructively 
critical board with which he can debate key decisions. Lacking ] 
such a board, he is likely to lose his perspective, if not his nerve, aff 
and business is bound to suffer—particularly when changing con- ture 
ditions bring stresses to bear. tha 
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The situation is equally dangerous when the board either refuses 
to act on constructive recommendations of management, or, usually 
because of prior active association in management, involves itself 
in the details of administering the enterprise. In one actual situa- 
tion, a board of large shareholders and former managers so ham- 
strung the diversification efforts of management that it became 
necessary to sell the business to break the deadlock. Under the 
new ownership and with a board composed of sound businessmen, 
the company has since made outstanding progress. 

If your own board is not experienced in your own related busi- 
nesses, never challenges your pet programs, does not contain a 
healthy leavening of your peers in business judgment, or is con- 
sidered primarily a nuisance or a convenience, you are storing up 
real trouble in a time when you are adjusting your business to 
changing conditions. 


FINANCIAL PLANNING 


No one will deny that sound financial planning is essential to 
adequate preparedness for changing conditions. Any plan for 
financing that depends on the continuance of highly favorable 
business conditions is, on its face, unwise and unsound. The tried 
and generally accepted ratios of the financial analysts as applied 
to your business are based on experience, and you violate these 
principles at your peril. 

If you do not have sound long-term and short-term financial 
plans, if you do not have competent financial advisers readily 
available, if your financial ratios differ widely from your com- 
petitors’, or if you are usually short of money to do the things 
that will keep your business progressing toward its objectives, then 
you can anticipate problems in adjusting your business to any set 
of changing conditions. 


ORGANIZATION STRUCTURE AND STAFFING REQUIREMENTS 


Many otherwise adaptable and competent businessmen seem 
afflicted by paralysis when they consider their organization struc- 
ture and accompanying manning tables. They refuse to recognize 
that organization structure must be changed to adjust to changing 
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plans and programs, and that the size of the forces deployed must 
also vary with circumstances. 

Organization preplanning is not a new concept, but it is not 
widely practiced. Essentially, it encourages a business to project 
organization structure and manning requirements on the basis of 
variable assumptions. 

In the process of this type of review before the fact the urgency 
due to immediate pressures is absent, and you are more likely to 
produce imaginative solutions to the organizational problems that 
business declines or rises will create. Moreover, people naturally 
feel easier about accepting or suggesting changes, particularly when 
such changes may affect them personally, if they are dealing with 
what seem to be possibilities rather than immediate actualities. 

If you look on your organization plan as a sacred cow, or if you 
don’t believe in an organization plan at all; if you have not thought 
through the organization implications of your current plans; or if 
you have not developed some rough conceptions of your staffing 
needs to meet various circumstances, then you are not yet properly 
prepared to adjust your business to changing conditions. 


APPRAISING AND DEVELOPING KEY PERSONNEL 


The competence of key personnel is clearly the most important 
element in adjusting a business to changing conditions. This fact 
is, of course, widely recognized, but three specific points that are 
sometimes overlooked should be brought into focus. 

First, a business does not develop good second-line personnel 
unless top management permits and encourages independence of 
thought and action. The hardest thing a competent executive has 
to do is to let a subordinate do something differently than he would 
have done it. 

Second, executives must be prepared to shoulder the unpleasant 
as well as the pleasant personnel jobs. It is easy to employ, com- 
mend and promote people. It is more difficult to criticize construc- 
tively, evaluate dispassionately, and terminate associates at any 
level. The ability to deal promptly, kindly, responsibly, and firmly 


with people who are not competent or who are truly surplus to © 


corporate needs is a mark of a good manager. 
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Finally, every key executive in a business owes it to his share- 
holders and his associates to give serious thought to the matter of 
his own succession. Nothing can rock a business harder in a time 
of changing conditions than the unexpected loss of key people. 

If you have a procedure for periodically examining your per- 
sonnel at all levels, both qualitatively and quantitatively; if you 
are planning the development of executives to meet your future 
needs; if you have a reasonably complete plan for providing succes- 
sion in key positions; and if you are letting your good men think 
and act for themselves, your business has a better than even chance 
to adjust satisfactorily as conditions change. 


KNOWING THE FACTS ABOUT THE BUSINESS 


Facts are essential to proper control of any business. Control 
can be exercised only when there is proper reporting of actual 
performance so you are able to make meaningful comparisons with 
your plans in time to take effective corrective action, if necessary. 

If you have any reason to question the timeliness or accuracy of 
the performance information available to you, if forecasts of sales, 
costs, and profits are continuously wide of the mark, if you lack a 
knowledge of your costs adequate to enable you to make sound 
decisions concerning prices or actions of competition, then by all 
means move rapidly to correct these deficiencies. Experience and 
“the feel of the situation” will not be enough to guide you through 
substantial changes in business conditions. 

It may not always be easy to recognize when you are operating 
without accurate facts. The habit of constantly challenging and 
critically reviewing factual data is easily developed and may be of 
incalculable value to your business. 


CONTROLLING EXPENSES 


During the present so-called cost-price squeeze, over which many 
managements claim they have virtually no-control, there has been 
a tendency to accept declining profit ratios as inevitable. If you 
want to make certain your business is ready for changing condi- 
tions, you should examine these assumptions very thoroughly. 


Recently, a chemical company that was caught in the cost-price 


APRIL, 1958 


15 


t 
t 
t 
) 
j 


squeeze made a careful examination of its expense situation. Man- tl 
agement reasoned that the company’s customers were experiencing ol 
similar difficulties and might be willing to accept some changes in 
services to secure lower product prices. The result has been to 
reduce substantially the number of packages in the line and to 
eliminate minor differences in products that were adding to costs. 
In addition, customers have been willing to accept a lesser amount 
of technical service and have agreed to a simplification in billing 
practices. The company has lowered prices, eliminated certain 
quantity discounts, and again is making “pre-squeeze” margins on 
its product line. 

Too often, expense reduction is the result of panic action rather 
than careful analysis and planning. Panic action, which means 
thoughtless action, is likely to do more harm than good. If it has 
not been your practice regularly to review all categories of expenses 
with the objective of expense reduction, you should not consider 
your business fully prepared for changing conditions. 

qu 
MARKETING STRATEGY AND THE MARKETING PROGRAM 


Every company has more or less formalized marketing strategy 
and tactics. The choice of markets, product lines, the use of direct 
or indirect channels of distribution, brand policies, price and dis- 
count structures, and advertising and promotion policies are the 
result of marketing strategy. The sales organization, sales com- 
pensation plans, training programs, customer services, and sales 
controls are all developed to carry out marketing strategy. 

In times of changing business conditions, all aspects of market- 
ing need to be questioned promptly and continuously. On the 
upswing, this review is essential to capitalize on sales opportunities. ma 
On the downswing, some of our most cherished marketing concepts chi 
need to be scrutinized. tio 


ONE COMPANY'S SELF-EXAMINATION cou 


Recently, the management of a progressive and well-established 
corporation made a thorough examination of the marketing func- 
tion that may serve as a guide for other companies faced with the 
problems of a declining market. The examination was directed at 
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three broad marketing areas, the first of which was marketing 
objectives. Here management asked itself three questions: 
1. Shall we try to maintain our share of the market by meeting 
any competitive action? 
2. Should we be willing to lose some of our market to competi- 
tion in order to avoid taking unprofitable business? 


3. Does the probable action or inaction of competition afford us 
an opportunity to gain competitive advantage or even to improve our 
market position? 

With respect to its product line, management asked four ques- 
tions: 

1. Do our products meet the needs of this changed market and 
of possible additional changes in buying motivations? 

2. Can we reduce our product line by trimming out low-margin 
items? 

3. Should we reprice our products and, if so, at what levels and 
for what reasons? 

4. Could we come out with an “economy line” as an alternative 
to lowering prices on present items? 

The third area examined was markets and distribution, and five 
questions served as the basis for the inquiry: 

1. What are the actual current marketing opportunities in our 
various markets, and what are the relative advantages and disadvan- 
tages in each? 


2. Is this the time to place proportionately greater emphasis on 
markets currently offering proportionately greater returns? 


3. How can we reduce the costs of reaching present markets, in- 
cluding re-examination of current field sales coverage, channels of 
distribution, and changes in order-handling and shipping practices? 


4. Is our marketing personnel adequate and competent to meet the 
requirements of our changing situation? 


5. Should we consider any changes in compensation arrangements, 
either to maintain motivation or to reduce costs? 


This type of searching inquiry can produce major changes in 
marketing strategy and in the marketing program of a company— 
changes that may be necessary to insure that the marketing func- 
tion keeps pace with economic swings. 

These are the eight areas in which you are most likely to en- 
counter problems that will hamper your ability to adjust to changes 
in the level of business activity, downward as well as upward. If 
you analyze your own business in each of these areas and find 
any of these deficiencies, you are not yet ready to face whatever 
the fortunes of the economic market place may bring. 
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ADJUSTING TO CHANGING BUSINESS CONDITIONS: 


PLANNING IN 
THE LARGER 
COMPANY 


@ Russell B. Read 


Director of Planning 
Westinghouse Electric Corp. 


As Far as any one product line is concerned, both large and 
small companies are faced with essentially the same problem in 
planning for the future. The final purpose of each is to produce 
the maximum return on the investment in the business, and the 
planning of both is directed to this end. The same elements of 
risk are present, and forward planning minimizes these risks. At 
the same time, through the development of well-conceived and 
realistic objectives, sound planning enables an organization to move 
more confidently than it otherwise would in reaching its full 
potential. 

In the larger company, planning becomes more complicated, 
owing to the multiplicity of product lines and the greater complexity 
of organizational structure. For these reasons, a more formalized 
approach is usually necessary. 

Forward planning at Westinghouse Electric Corp. is an example I 
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of such an approach, and an outline of some of the principles and 
practices that we have found useful or necessary in shaping our 
planning effort may be of interest to other companies that face 
similar problems. 

Westinghouse produces a broad range of electrical and electronic 
products. For purposes of planning, we have some eighty product 
lines. Some are as old as the company itself and rest upon 75 years’ 
experience; some are new, such as those in the atomic field, where 
the future is relatively uncharted. 


Thus, we must deal with many markets that differ widely in 
their characteristics, not only in rates of growth, but in their reac- 
tion to the impact of business fluctuations. Further, our relative 
position in these many product line markets differs materially and 
may indicate substantially different competitive strategies. Common 
to most lines is a rapid and increasing rate of technological ad- 
vancement, requiring a solid base of research and development. 


THE PLANNING PROBLEM 


This product and market diversity poses a first-rate planning 
problem in itself. To this problem there must be added the fact 
that our economy and the markets that comprise it are dynamic 
and subject to constant change. Among others, two movements 
are always present: the long-term change in the economy, which 
happily is always upward and somewhat predictable in its magni- 
tude; and the short-term swings that are relatively unpredictable. 

Certainly there is every reason for the long-term outlook to be 
optimistic. If, as a company seeks ways to adjust to temporary 
declines in business activity, it fails to have in mind the longer 
perspective, it may lose the opportunity fully to capitalize on the 
recovery when it comes. On the other hand, if a company blithely 
disregards the storm signals, it may not be around to enjoy the 
recovery at all. Sound planning requires a linking of short-term 
and long-term plans in a balance that recognizes the need for 
current profits without dissipating the strengths needed for achieve- 
ment of longer-range goals. 


To reduce the size of the planning problem occasioned by a 
multiplicity of product lines and the ever-present fact of changing 
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conditions, Westinghouse has long operated on a rather highly 
decentralized pattern of organization. 


DECENTRALIZATION AT WESTINGHOUSE 


Activities are organized within five major product groups, each 
headed by a group vice president. Activities within each group are 
organized on a product basis into operating divisions, each headed 
by a division manager. As these operating divisions have grown in 
size and complexity of product line, they, too, have been divided 
into product departments, each headed by a manager who is fully 
responsible for the profitable operation of his department. To the 
greatest extent possible, the responsibility for engineering, produc- 
tion, and sale of the various products is delegated to the operating 
division manager, or, beneath him, to the product department 
manager. 

Within this plan of decentralized operation, there are 67 profit 
centers—a profit center being the lowest level of operation at which 
there is a general manager responsible for the profits of the product 
line or lines under his direction. To the greatest degree consistent 
with particular situation, this manager directs the engineering, 
manufacturing, and sales activities associated with his product. As 
an indication of the degree of decentralization, products of one 
division that are used by other divisions are sold to them at the | 
competitive market price. 

Certain activities remain under central direction, the most not- 
able of these being our central research laboratories and the ma- 1 
terials engineering and new products engineering departments. The 
latter organization is concerned chiefly with development of prod- 
ucts not within the scope of existing divisions. However, the 

general shape and size of the programs conducted by central re- 
search and materials engineering are largely determined by the 
requirements of the operating divisions. 

Under these conditions of decentralization, it follows logically 
that responsibility for planning must rest with the operating divi- 
sions and product departments. 

Large companies are often infiexible and, in this sense, may be a 
at a disadvantage in times of sharp economic change. Decentralized re 
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management and planning largely overcomes this disadvantage and 
affords the flexibility necessary to deal promptly and positively with 
changing conditions. In effect, we have not one but 67 businesses, 
each faced with different problems and each headed by a manager 
who is close to his product and market situation and whose success 
depends on both the short-term and the long-term outcome of his 
business. 


THE FOCUS ON FINANCE 


Since profits are the aim of each of the operating divisions and 
departments, their plans must have a strong financial orientation. 
Helping to lend this financial focus to the planning is the fact that 
performance of each division or product department is measured 
in terms of return on investment—the relation of its profits to the 
assets required to produce them. 

Under this yardstick of performance, each manager becomes re- 
sponsible for the working capital and fixed assets required to carry 
on his business. He must plan all of the elements in the return- 
on-investment equation—sales volume, costs and profits, and assets. 

He has at hand, for this purpose, all the usual financial tools, 
such as the profit-and-loss statement and balance sheets applying 
to his operation. He has also a considerable experience, built over 
the years, in forecasting practices, inventory management controls, 
and budgetary techniques. His plans, when completed, will be 
translated into the common denominator of dollars and expressed 
in financial terms. 


THE PLANNING FORMAT 


Although the responsibility for planning rests with the divisions, 
they observe a uniform annual planning procedure by which they 
appraise the coming five years, documenting their objectives and 
plans in the light of this appraisal. The use of certain forms, 
schedules, and ground rules is necessary to prevent misunderstand- 
ing. 

To aid the divisions in fixing a picture of economic conditions, 
a business projections committee composed of several staff officers 
releases long-term and short-term forecasts of business conditions 
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based on business indicators and industry projections particularly 
pertinent to our product markets. These reports are released at least , 
twice a year; in times of uncertainty the committee meets monthly, , 
studies the latest indications of change, and reissues its short-term : 
forecasts if necessary. a 
MARKETS, VOLUME, AND PRICES ¥ 
Correlating these economic projections with their own historical 
market data, the divisions project the national, foreign, and intra- al 
company markets for their specific products. These projections are al 
made both on a trend and cyclical basis for each of the next five ac 
years. Examining their competitive position, they establish share- it 
of-market objectives for the same period, and, as a final product, fe 
the sales projection for each line is derived. Naturally, the sales 
volume projection is the foundation of the plan for each product te: 
line. Te: 
With the volume basis established, actions necessary for its at- of 
tainment are then formulated. These actions are not limited to the (3 
sales department, but may involve revision or improvement of the act 
product line, launching of new products, adoption of manufactur- tat 
ing methods and processes, and alteration or expansion of produc- tin 
tion capacity. The starting and completion dates of these planned ter 
or tentatively planned actions are then scheduled, and their approx- 
imate costs and benefits are calculated. Required working capital 
levels are established, and capital expenditures for plant and equip- I 
ment are estimated. Assumptions are fixed as to price movements his 
likely to ovcur over the period, and wage levels and material cost mec 
levels are anticipated. fm 
agel 
THE COST-AND-PROFIT PATTERN prov 
At this point, it is necessary to test the impact of the tentatively of 
developed plans on profits and return on investment. The whole strer 
cost structure of the operation is analyzed and projected for two that 
years into the future on the basis of the tentative plans. Breakeven divis 
points are carefully examined for any tendency to rise, which would are ; 
indicate an increasing vulnerability to short-term volume declines. Ju 
No one can afford to ignore the increasing rigidity of costs. size | 
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If this cost-and-profit pattern analysis indicates a deterioration 
or less than adequate improvement, the plans underlying it must 
be reworked. Plans relying mainly on volume increase or price 
relief are viewed with a jaundiced eye. In these days of economic 
uncertainty, it becomes all the more imperative to develop ways in 
which the profit squeeze can be combatted at current or even lower 
volume levels. 

Naturally, this profit-testing procedure for future plans affords 
an excellent opportunity to pinpoint the weaknesses or problem 
areas in current operations. It forces selectivity of the products, 
activities, and programs which will be supported. At the same time, 
it identifies the programs or efforts that must be curtailed or de- 
ferred if business declines. 

When adjustments haye been made to meet the profit-pattern 
test, the final product of this divisional planning effort should rep- 
resent a financially expressed plan that (1) reflects the appraisal 
of the future; (2) documents the assumptions on which it is based; 
(3) expresses the objectives of the organization; (4) dockets the 
actions required to attain these objectives; (5) identifies the limi- 
tations within which they must be achieved; and (6) incorporates 
timing of action consistent with the short-term as well as the long- 
term outlook. 


REVIEWING THE PLANS 


Near the middle of the year, each division manager completes 
his plans and reviews them with higher levels of management in 
meetings set up for that purpose. These meetings afford an oppor- 
tunity for communication between these different levels of man- 
agement and for agreement on basic objectives and approach. They 
provide a basis of agreement, for instance, on levels and programs 
of engineering, research, and development, which constitute the 
strength for the future in most of our product lines. They assure 
that the plans of each division are coordinated with those of other 
divisions. As a result of these meetings, the plans of each division 
are approved or altered. 

Just as it was necessary to cut the planning problem down to 
size by factoring it down to the product line in each of the divisions 
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and product departments, it is also necessary to put the pieces back Al 
together into a consolidated corporate plan. 


CONSOLIDATION OF THE PLANS 


Essentially, the corporate plans are the sum total of the plans 
of all of the decentralized units. However, because each division 
has developed its plans independently and without regard to avail- 
ability of capital to finance them, the plans must be examined from 
the standpoint of financial resources. Will the over-all profit gene- 
ration support the plans in the light of dividend policy and other 
broad financial considerations? This examination must consider 
both the longer period and any undesirable peakings of capital re- 
quirements. If capital requirements exceed the resources, or if they 
result in excessive capital-expenditure peaks in any one year, a 
modification of underlying plans may be in order. 

The aggregate plan must also be examined to determine whether 
it constitutes a significant change in broad mix of products and 
whether such change is desirable from the standpoint of over-all 
company stability and growth. 

At this time also, certain centrally controlled activities, including 
the fundamental research program of the research laboratories and 
the new products projects of the new products engineering depart- 
ment, are factored into the over-all plan. 


LINKING TO THE SHORT-TERM BUDGET 


This process will usually have been completed by about Sep- 
tember. At the end of the year, each division prepares a completely ' 
detailed profit budget applying to the next year only. Except to the 
extent that conditions have changed in the interim, this one-year 
control budget will correspond to the first year of the longer-term 
plan. It will, of course, reflect any changed conditions or assump- 
tions, and it will be geared to the latest forecast for the year ahead. 

A continuing, flexible, well-prescribed system or format of plan- 
ning is essential, both in boom times and recession. Not only does 
it help to avoid the loss of opportunities during periods of prosperity, 
but it provides a sound bulwark against the threat of unpredictable 
business declines. a 
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ADJUSTING TO CHANGING BUSINESS CONDITIONS: 


PLANNING IN THE 
MEDIUM-SIZE 
COMPANY 


a William E. Roberts 


Executive Vice President 
Bell & Howell Company 


A bvANCE PLANNING is not a job that can be squeezed in between 
phone calls. It takes hard work, thought, and—above all—time. 
But despite the fact that long-range plans must be made, remade, 
and re-remade many times, such effort is not time wasted. Long- 
range planning has proved to be one of the most productive and 
vital functions of management. 

The foundation of our planning for profit at Bell & Howell is 
our 60-month program—a living document that never becomes 
static. From time to time it is bound between covers, but never as 
a final approved program of the company. It’s always there, always 
in work, but never finished. 


SETTING THE GOALS 


In setting our goals, we take a retrospective look at where we 
have been, an objective look at where we are, and a hopeful look 
at where we want to go. We then chart a course that we believe 
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will get us there. We keep an eye on economic forecasts, charting sa 


; eight basic economic indicators, but we do not let them influence pl 
our thinking entirely. If the economic outlook is good, we are sh 
encouraged to go ahead with our plans. If it is foreboding, we of 


first try to determine how to buck the trend, with alternate plans 
to trim sail should it be necessary. 
An important step is to analyze carefully our relative position in 


each field in which we compete. After a careful comparison of th 
our past and present financial ratios—earnings to sales, return on m 
investment, and inventory turnover—we establish goals to improve pe 
our position during each of the succeeding five years. sta 
res 

THE 60-MONTH PROGRAM a 


With the goals set, the detailed preparation of a 60-month 


program begins. We first analyze our existing product lines, com- “be 
paring strengths and weaknesses with the best that competition it | 
offers. We then attempt to determine probable life expectancy of 2 
our existing products and overlay upon this picture the new prod- slg 
ucts anticipated from our new-product development and research atk 
programs. During this process, a sales forecast is made by months tha 
for the next 15-month period and on an annual basis for the follow- the 
ing four years. Increases in labor and material costs are projected, in | 

as is the lowering of unit costs through the anticipated effectiveness 

of cost-reduction programs. Personnel, facilities, capital equipment, 
and inventory requirements are determined and scheduled, and 7 
necessary cash flow projections are developed. vary 
Working constantly on a 60-month program makes the prepara- prin 
tion of our current year’s profit-and-loss forecast a great deal easier, orit 
more accurate, and more satisfactory than it might otherwise be. ager 
The marketing division establishes a detailed sales forecast by prod- enti 
ucts, models, and months, and submits it in an evening shirt-sleeve knit 
F session to manufacturing, financial, and administrative management man 
; for critical analysis. This same procedure is repeated frequently T 
throughout the year. Desired inventory levels are established and new 
manufacturing schedules drawn up. Cost of sales and divisional new- 
expense levels are established by the budget board in consultation the | 


with division managers. Programs and expenses are revised as neces- 
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sary to hew to the current year’s profit objective. The forecast 
profit-and-loss statement, together with an anticipated balance 
sheet position projected one year ahead, is submitted to the board 
of directors at its December meeting. 


FLEXIBILITY AND ACCURACY 


Oddly enough, flexibility is enhanced rather than hindered by 
the 60-month program. Looking ahead five years from a constantly 
moving current date makes planning for the immediate 12-month 
period easier. Both our long- and short-range programs are con- 
stantly modified to meet new competitive products, the unforeseeable 
results of our own engineering and research efforts, the action of 
a competitor, or a shift in the economic outlook. 

Our five-year planning is not directly measurable in terms of 
“batting averages.” But in keeping us aimed in the right direction, 
it has helped to achieve a good batting average in our short-term 
12-month planning. Over the past four years, we have varied only 
slightly from our planned sales, expense, and profit budgets. Vari- 
ation in expenses against budget, for example, amounted to less 
than 1 per cent in each of the past four years. The variation from 
the pre-year profit budget to actual amounted to only 3 per cent 
in 1957. 


THE COMMITTEE APPROACH TO PLANNING 


The means of planning, and of modifying that planning, will 
vary with each company and industry. Ours is based on the 
principle of participative management and the delegation of auth- 
ority, with the various phases of the program coordinated by man- 
agement boards. Although the responsibility of these boards is 
entirely advisory, they are effective in achieving a more closely 
knit operation and in tapping the specialized knowledge of top- 
management people. 

The heart of the program is the research board. All ideas for 
new products are first submitted to this board, which helps guide 
new-product ideas to fruition. Research board members include 
the president, executive vice president, treasurer, engineering, manu- 
facturing and marketing vice presidents, the head of our product 
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planning activity, and the assistant vice president of manufacturing. 
Thus, all major operating divisions are able to contribute their view- 
points and participate in decisions on new-product development. 

Market research and marketing division ideas on features, ap- 
pearance, and price are usually obtained before the first line is 
made on a sheet of drafting paper. Sales, engineering, manufac- 
turing, and financing problems get a thorough going-over before— 
not after—new-product development work is begun. Once a 
project is given the go-ahead, it is assigned to the proper operating 
division, but the research board continues to keep track of its 
progress. Design engineering and manufacturing, particularly with 
reference to production engineering and tooling, are coordinated 
early in the game, solving many manufacturing problems before 
the final design is released from engineering. 


REVISIONS AND MODIFICATIONS 


A key factor in flexibility is the sales analysis review board, which 
meets monthly. Membership includes top marketing, manufactur- 
ing, purchasing, and market research people, as well as the executive 
vice president. Individual product projections for the next 15- 
month period are studied month by month. Sales histories, product 
by product, for the previous year and current year to date are 
compared with planned manufacturing and projected inventory 
schedules for the next 15-month period. Sales, manufacturing, and 
inventory programs are reviewed and confirmed, or modified in the 
light of changed conditions. 

Supplementing the sales analysis board, a smaller group meets 
each Monday and briefly reviews sales and manufacturing progress 
toward budget goals, detecting negative trends in time to bend 
them back to meet or exceed budget. 

The highly important budget board controls the purse strings 
of the company. Serving on it are the president, executive vice 
president, treasurer, controller, and vice president of manufactur- 
ing. It assists in the development of all budgets of the company, 
in cooperation with the division managers, and recommends them 
for approval. Annual divisional expense budgets, manufacturing 
schedules, capital equipment budgets, inventory objectives, and 
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the cash forecast are its responsibilities. It must operate within the 
current earnings target, with the 60-month goals constantly in sight. 

Too new to fully evaluate is the audit committee, which holds 
divisional reviews every three to six months. Its purpose is both 
communications and evaluation. The members—the president, 
executive vice president, staff vice presidents of manufacturing, 
sales, and engineering, the treasurer, and the controller—review 
with each division manager the status, the progress toward goals, 
and the problems of his division. The necessity of making a clear, 
over-all report periodically has thus far been found tc give the 
division manager a better perspective on his operations. It also 
helps to evaluate divisional progress toward long-range plans and 
makes available to each division manager the advice and counsel 
of the group. 


A FRAMEWORK FOR PLANNING 


| These boards have become a device for overcoming the special- 
ization that tends to divorce the outlook of operating experts in 
engineering from those of experts on sales or manufacturing. The 
boards don’t take major planning chores out of the operating people’s 
hands, nor do they become substitutes for the regular line and 
staff organization. Each division head is responsible for meeting 
division objectives. The boards are superimposed on the operating 
organization as a device to make possible wider interdivisional par- 
ticipation by top executives. 

Through these boards, and through the delegation of authority, 
: we have established the framework necessary for any formal plan- 
, ning program. We have also established a procedure and, most 
important of all, secured the necessary management time for 
planning. Our program has proved of inestimable value. In fact, 
. without it our progress of the past nine years would probably not 
have been feasible or possible. 

Naturally, this approach does not provide all the answers to the 
, complex problem of planning. We still have many unanswered 
questions, many unsolved problems. But we have found that one 
way to help make present problems fall into focus is to consider 
them from the perspective of the long-range plans of the future. 
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ADJUSTING TO CHANGING BUSINESS CONDITIONS: 


IS THIS 
THE TIME 
TO DIVERSIFY? 


@ Rodney C. Gott 
Executive Vice President 
American Machine & Foundry Co. 


I 
Tue past pEcADE has seen some unusual developments in busi- 
ness, and one of the most important has certainly been the restless i 
urge of companies, both large and small, to diversify. One mani- it 
festation of this trend has been a wave of acquisitions, characterized tl 
by that phenomenon of our times, the “conglomerate merger.” A b 
rapid succession of scientific breakthroughs has also contributed to P 
diversification activity, as companies push development programs st 
in fields outside of their normal business in order to capitalize on th 
new technologies. 

Since this wave of mergers and the accompanying rush to develop ex 
new products have taken place during an unusually long period an 
of prosperity and economic growth, we have probably built up a 
close association in our minds between diversification and good eq 
times. Today, however, it would be well for us to pause and ad 
consider where diversification fits into a company during a reces- 

sionary period. ob 
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First of all, should we continue to diversify at all? Well, if 
diversification helps a company improve its business during a 
steady period of good times, there must be some advantages that 
can help during bad times. However, during a business decline, 
or even during uncertain times, management effort will be sorely 
needed to bolster sales, plug profit leaks, and handle all the many 
little problems that weren’t around—or didn’t seem important— 
when everything was pointed upward. There just won't be as 
much time to devote to an aggressive diversification program. Thus, 
during a period of changing or receding business conditions, while 
keeping our eyes open for diversification opportunities, we will 
probably have to be more cautious, more selective, and more 
critical in what we consider. 

What criteria can we apply in appraising diversification oppor- 
tunities during changing business conditions? Are they the same 
in bad times as in good, or must we temper our reasons to suit the . 
times? 


DIVERSIFICATION IN GOOD TIMES 


Basically, all sound reasons for diversifying fall into two cate- 

gories—offensive or defensive. Included in the first category might 
be such motives as the following: 
; 1. A situation may exist where a company’s effort in a particular 
industry has been so productive that one might say the industry 
itself was saturated. This does not mean that no growth exists in 
the industry itself, but it does mean that a particular industry has 
’ been so mechanized, or automated, that a company becomes de- 
) pendent on the industry's rate of growth, and this may not be 
; sufficient for a corporate frame of mind that involves attack rather 
than defense. 

2. The time element involved in building up facilities may seem 
) excessive. A growing company establishes a very definite momentum, 
1 and it often finds that much time can be saved by acquiring rather 
4 than developing facilities—not only manufacturing plants or 
1 equipment, but engineering talent, or distribution systems, or even 
] additional management. 

, 3. A third offensive reason for diversification is the attempt to 
obtain better control of raw materials. Traditionally known as 
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vertical diversification, this was perhaps more evident in the 1940's, 
but many examples have been seen recently—particularly in the 
electronics field, where end-item manufacturers buy firms making 
components. 

4. In good times, one motive for diversification can be the desire 
to improve the market value of the company’s common stock. The 
method may be to add glamour, to upgrade the earnings, or simply 
to increase the asset value. All companies that have diversified by 
acquisition have used at least one of these methods, and some have 
used all of them. 

5. The last reason that might be considered an offensive motive 
is the desire to get the cash in the till of the acquired firm. Most 
growth companies in a growth economy are constantly short of 
cash. Not only do they need additional working capital for higher 
and higher inventories, but they spend more for research and de- 


velopment, and they find that the whole atmosphere seems to de- 1 
mand more and more cash. ( 
DEFENSIVE DIVERSIFICATION I 
This list of reasons why an aggressive, growth-minded company . 
might adopt a policy of diversification in a period of economic 
prosperity could undoubtedly be enlarged. In addition, however, fi 
there are some motives for diversifying that might be classed as u 
defensive reasons. ol 
1. Very often a company will find itself totally dependent on a di 
single industry. Whether or not this company has reached a point th 
where it cannot expand further in this industry seems of secondary O 
importance if the industry itself has reached its peak or is de- ad 
clining. A logical solution to this situation would be to search for sa 
other pastures. ch 
Where the saturation of an industry exists but the industry is 
growing, it is perfectly possible that a corporation serving that in- pr 
dustry might elect to stay with it. But if the industry itself offers pai 
no further avenue of growth and is in fact declining, the only are 
alternative is a defensive move. A surprising number of examples ho 
fall in this category, but the most prominent are the railroad equip- ‘ 
c 


ment manufacturers, practically all of whom are now in a host of 


unrelated fields. 
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2. Many times the need for smoothing out seasonal or cyclical 
fluctuations will dictate defensive action. With pending GAW or 
equivalent plans, companies may find it more important to maintain 

_level production schedules, and one of the best ways to do this 
would be to add contraseasonal products, rather than stockpiling 
during the slack season. On the long-term side of the picture, com- 
panies in industries such as machine tools, which are subject to 
wide swings in activity that are not necessarily seasonal, can bene- 
fit by adding steadier lines of equipment. 

3. The exact opposite of the offensive requirement of acquiring 
additional facilities is the defensive requirement of utilizing existing 
excess capacity. As a result of uneven expansion, declining demand 
in certain areas, or a general business recession, a company can 
find itself with excess plant capacity, an idle engineering force, or 
even a distribution system too big for current business. Adding 
new products or lines that can be handled properly by the idle fa- 
cilities and organization is certainly to be preferred to cutting back 
or laying off. Although this action cannot always be timed in the 
most favorable manner, the motive for it nevertheless can be defined 
as a form of defensive diversification. 

4. The desire to cut costs can also provide a motive for diversi- 
fication. Even if there is no particular excess capacity, the acquisi- 
tion of a product or products sold through the same outlets can 
often effect needed economies by combining and very often re- 
ducing the size of the over-all distribution setup. It has been shown 
that most of a salesman’s time is taken in getting to the customer. 
Once there, a very small amount of extra time is needed to sell an 
additional item if it is properly related to the line. Likewise, existing 
sales offices and showrooms can handle extra lines much more 
cheaply than can duplicate facilities. 

5. The last defensive motive would be the need for acquiring 
products that are as depression-resistant as possible. Some com- 
panies already have them, but there are others who find that they 
are dealing pretty much with the luxury trade and do not discover 
how severe a recession can be for them until one occurs. This can 
be a very strong motive for diversification in times of business roll- 
back, and it is worthy of considerable study. 

There are certainly other reasons of a defensive nature. but these 
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are the most usual ones. Basically, in times of expanding economy, 
the offensive reasons for diversification loom more important; in a 
period of setback or recession, the defensive ones are the important 
ones to apply in evaluating opportunities for diversification. 


CRITERIA FOR CORPORATE ACQUISITIONS 


To see how a shift in emphasis toward defensive thinking might 
affect our criteria for appraising a new endeavor, it might be | 
helpful to consider corporate acquisitions separately from new- | 


product development. As far as corporate acquisitions are concerned, ' 
the following criteria might apply: ‘ 

1. The proposed acquisitions should be aimed primarily at de- 
fending the parent company’s position. This simply means that, ‘ 
wherever possible, the acquisition should help tie together sales f 
outlets, round out product lines, provide work to fill excess capacity, b 
overcome seasonal fluctuations, and share rather than add to the a 
general and administrative cost load. 

2. It would be advisable to stick to related fields, except when pl 
a company finds itself dependent on a declining industry. Your al 
own executive force is probably going to be worth more in squeezing ° o 
costs and expenses out of existing operations than they would be in fu 
new areas. Obviously, by sticking to closely related fields, your own tai 
management has a frame of reference to work from in their con- wh 
tacts with the new company. 

3. It would be desirable for the proposed acquisitions to have - 
good short-term prospects. If the company is being bought for de- prc 
fensive reasons, the assistance it can offer to such things as earn- uti 
ings, sales, and cost reduction should come in time to do some good. ae 
This does not mean that companies with future growth potential } 
need be avoided, but if you have the problem of maintaining your acq 
own earnings, you should certainly think twice before acquiring an- peo 


other company that may have long-term potential but that is 
currently losing money or showing a very poor return. 


4. As a last criterion for a defensive situation, you might con- hi 
sider using cash rather than stock to acquire a company. Recessions, 
prod 
at least in the early phases, generate cash. Thus, a good prospective 
acquisition need not be given the jaundiced-eye treatment just be- rn 
cause it is short of cash. That might even be a healthy sign, if it gene 
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is the result of growth in the face of a general decline. It is probably 
unnecessary to mention that the stability of earnings is at stake in 
depressed periods, and that is not the most favorable time to in- 
crease the amount of issued and outstanding stock. 


DIVERSIFYING THE PRODUCT LINE 


The criteria for considering prospective new-product develop- 
ment or the acquisition of new products during a period of decline 
are quite similar to those applying to corporate acquisitions. It seems 
worthwhile to list them, however, even though there is a certain 
amount of overlapping. 

1. First, under these economic conditions, it would appear de- 
sirable to have the new product geared to present manufacturing 
facilities and distribution outlets. Every bit of volume that can 
be put into otherwise idle capacity helps to pay the bill for fixed 
charges, which have grown rather high in the lush post-war years. 

2. Like possible new corporate acquisitions, new products should 
provide a relatively quick return, with the highest possible chance 
of successful development. Of course, basic and applied research, 
as well as long-term development engineering, are lifelines to the 
future, and they should not be eliminated. Nevertheless, it is cer- 
tainly desirable to put additional emphasis on short-term prospects 
when the shop is crying for work. 

3. Without eliminating long-term development work, additional 
emphasis might very well be placed on those new products or 
processes that reduce over-all costs, constitute contraseasonal items, 
utilize scrap or waste material, or can be sold along with present 
lines with little or no marginal sales expense. 

4. Finally, whether it be new products or new companies to be 
acquired, a great deal of thought should be given to items that 
people will buy in harder times. 


GOVERNMENT CONTRACTS: SOME PROS AND CONS 


In addition to diversification by corporate acquisition and new- 
product development, still another method should be considered: 
government work. Offhand, this third method seems tailor made for 
a recession: it provides production to fill idle capacity; it absorbs 
general and administrative costs; there are no credit risks or overly 
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long development periods—and, if there are development periods, 
they are paid for by the government. Even the bugaboo of tradition- 
ally slow payment on the part of the government does not seem so 
bad, since declining normal business tends to generate cash as 
inventories go down. 

Nevertheless, the glitter that you see can turn out to be something 
less than gold. Wartime government work was made deliberately 
low-profit because of a number of factors, among which were the 
relatively low investment required (since the government tended 
to furnish a good part of the facilities and equipment), the absence 
of credit risk, and the reduced need to tie up cash (because the 
government made 100 per cent progress payments). 

However, in recent years, some of these conditions have changed 
for the worse. Instead of the conventional weapons of World War 
II and the Korean War, we are dealing with unconventional wea- 
pons, and most government contracts now involve long, risky, com- 
plicated development work. Furthermore, there has been pretty 
much of a freeze on government-furnished facilities and, to almost 
the same extent, on government equipment. Lastly, the government 
has gradually reduced its progress payments from 100 per cent to 
75 per cent. So, when you look at this panacea for a recession, 
look hard and carefully, because new risks have been introduced 
and your own money is involved. 


DIVERSIFICATION—HERE TO STAY 


Of course, there are still other defensive actions for times of 
decline—the development of foreign markets, for example—that 
do not fall within the scope of this article. The three types of di- 
versification we have covered—company or product acquisitions, 
new-product development, and government contract work—can 
be of great value to companies faced with a changing or declining 
economy. 

Even if it is necessary to curtail plans for diversification, don't 
abandon every avenue completely. The opportunities are always 
there, even if you have to hunt a little harder and be more selective. 
Diversification has certainly helped most American companies 
during the past decade; there is reason to feel it will continue 
to do so, even during periods of changing business conditions. 
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BUSINESS DIGESTS OF THE MONTH 


A positive approach 
to an old problem .. . 


GETTING 
RESULTS 


at the bargaining table 


By Edward 


C. Schleh 


Condensed from Dun’s Review and Modern Industry 


1: PROBLEM of getting along 
with your union in the tough bar- 
gaining months ahead can be a king- 
size headache, but it can be a chal- 
lenge and an opportunity too—and 
the smart management will approach 
the job in a positive way. An attitude 
of “How can we work with the 
union to get the best possible op- 
erating results?” is the first step 
toward the kind of labor relations 
that pays off in smooth and profitable 
operations. 

A good basic rule for all negotia- 
tions is this: “Negotiate with the 
union, but win your employees.” 
After all, your real objective is to get 
your men to produce most effectively 
for the money you are paying them. 


Dun’s Review and Modern Industry (Lebrne: 


Publications 
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In order to win your employees, 
you have to give them information. 
For example, it is often helpful to 
keep minutes of every negotiation 
meeting and get a copy to every em- 
ployee the day after the meeting. In 
some cases this may be impractical, 
but in many smaller plants it is an 
excellent way to make sure that your 
employees understand the whole situ- 
ation. If you follow a practice of 
carefully reporting to them as nego- 
tiations progress, you will find that 
they are inclined to believe what you 
tell them at the time of a crisis. 
What’s more, some union leaders find 
that these minutes are actually help- 
ful to them in getting the whole 
group to vote for a sound proposal. 
ry, 1958), © 1958 by Dun & Bradstreet 
or poration. 
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Too often in negotiation the com- 
pany starts out by simply saying “no.” 
After saying it long enough, they 
gradually say “yes” to some things, 
and as negotiations progress they give 
in to more and more demands. But 
the company doesn’t seem to take a 
stand for anything. It lacks basic 
principles by which to negotiate. As 
a result, the employees believe the 
only approach for the union is simply 
to demand more and more—that if 
the union negotiators put on enough 
pressure, they will finally push the 
settlement just about to the break- 
ing point and get the best deal. 

A better kind of negotiation, that 
employees will respect in the long 
run, results when the company has 
sound principles, stands by them, and 
sells them. 

For example, a steel products con- 
cern was about to put in a pension 
plan. After careful analysis, man- 
agement came to the conclusion that 
the best over-all plan, considering the 
ups and downs in the business and 
the risks involved, was a profit-shar- 
ing trust. .Management knew that 
both the international union with 
which it dealt and the individual 
locals were dead set against any such 
plan. The company, however, put a 
man on the persuading job full time. 
He went from plant to plant explain- 
ing and selling the principle of the 
profit-sharing trust. After about 
three years, the proposed plan was 
in every one of this company’s con- 
tracts. 

Feeling that they haven't had 
enough experience in negotiations to 
compete with skilled union business 
agents, many smaller concerns em- 
ploy an outside negotiator. This is 


very often a mistake. It suggests to 
the employees that they need an out- 
side union specialist to represent 
them, and, in effect it drives another 
wedge between management and 
workers. Also, these outside nego- 
tiators rarely get the real “feel” of 
plant operations. Their goal is to get 
a contract, not to lay a foundation 
for sound operation in the future. 

In a misguided effort to maintain 
control, many top managements deny 
their own negotiators the authority 
they need. Every time a decision is 
to be made, the negotiators have to 
go to management, discuss it, and 
bring back the word on what man- 
agement has decided. Ordinarily, 
negotiators should be given limits 
within which they can operate freely 
during the negotiation. 

This is particularly important 
when the question of timing is criti- 
cal. If the negotiator has the author 
ity to say, “Yes, we'll agree to that,” 
he can often close off a discussion 
satisfactorily. On the other hand, if 
he has to go back and rediscuss a 
point with management, he may well 
find by the time he returns that 
things have changed and there are 
new items in the picture. 

“But it says in the contract...” 
Famous last words! They are 2 
requiem for good employee relations. 
When you insist on hiding behind 
the exact legal wording of a contract, 
the chances are you will lose your 
employees. The best basis for neg 
tiations is to accept the spirit of the 
contract, even if the legal wording 
happens to be a little clumsy. Union 
representatives: are more likely to be 
willing to do this too if they see that 
you are sincere about it. And if you 
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have notified all employees of the 
negotiations by sending them minutes 
of the meeting, they will be aware 
of the real intent of the contract. 
Then it’s much easier to get ac- 
ceptance. 

One serious problem that hampers 
many negotiations is management's 
tendency to be overzealous about its 
“management prerogatives.” Ask your- 
self “What do we absolutely need to 
run the business effectively?” When 
you look at it this way, it’s surprising 
how many rights that you normally 
consider management prerogatives 
aren't absolutely necessary. 

Let your union help you. One 
small plastic company solved most of 
its seniority problems rather easily— 
once the basic principles had been 
agreed on in negotiations—by letting 
the union committee settle them. In 
the long run it made comparatively 
little difference to operations how 
specific seniority problems were de- 
cided. Since the union committee 
had to answer to the men, it could 
not get far off the beam. Some com- 
panies say, “But it’s our prerogative 
to decide seniority problems.” In 
reality they may be saying that it’s 
their prerogative to burden themselves 
with an extra management task un- 
necessarily. 

As long as you have a union, you 
might as well use it to the best ad- 
vantage of your company. One way 


is to recognize union leaders, give 
them status, work with them. If you 
give them respect and recognize them 
socially, they are likely to be much 
more willing to work with you. 

Let the union help set wages. 
Many companies feel that it is their 
right to set wages, and that the 
union’s role should simply be to pre- 
sent arguments if they disagree. Ac- 
tually, job evaluation often works 
better when union leaders are on the 
evaluation committee. They can fre- 
quently sell the whole job evaluation 
program to the employees much more 
persuasively if they have had some 
of the responsibility for setting it up. 

In plants that have several unions, 
the company can easily get jockeyed 
in between the various unions. This 
often leads to unstable employee re- 
lations. Sometimes a union repre- 
senting a small number of employees 
can shut down the whole plant over 
a minor item. As a basic operating 
rule, consider all employees at a 
location as a single unit. In other 
words, make sure that there’s uni- 
form treatment for all men at the 
same location. This may not mean 
the same contract clauses for dif- 
ferent groups, but the same general 
principle should be applied to all con- 
tracts. Otherwise, you simply get 
caught between different groups, and 
end up with poor morale in the 
bargain. @ 


THERE WILL BE NO EXECUTIVE DINING ROOM in The Kroger Co.’s new 
$9 million general headquarters building now going up in Cincinnati. 
President Joseph B. Hall vetoed the idea of a separate eating place for 
some three dozen executives in the head office because he wants them 
to “get out into the community” at noontime. 
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—Business Week 2/22/58 
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‘Theory and practice often differ sharply when 
real problems arise, and it may be time to 


face up to a disturbing question . . 


IS MANAGEMENT CREATING 
A CLASS SOCIETY? 


By Benjamin M. Selekman 


Condensed from Harvard Business Review 


Do ausinessMEN practice what 
they preach? For years they have 
been expressing a concern for human 
relations and an enlightened concept 
of social and moral responsibility. 
But many of their actions and state- 
ments on specific economic and 
political issues sharply contradict the 
moral philosophy they profess in 
speeches and articles. Unless they 
eliminate these contradictions, they 
may well alienate their employees 
and make it meaningless to surround 
business with moral sanctions. 

Although they usually deal with 
any individual employee as a human 
being, businessmen tend to think of 
labor in genera! as an abstraction. 
For instance: 

They give labor little or no credit 
for increasing the nation’s produc- 
tivity. 

They put the whole blame for in- 
flation on the unions. 

They regard labor as a cost to be 
reduced as far and as rapidly as 
possible. 

They are confused and contradic- 
tory with regard to government, often 


Harvard Business alee » See? February, 1958), © 1957 by the President 
nd Fellows of Harvard College. 


seeking favors for themselves but 
protesting efforts to help others. 

They dismiss union leaders as “just 
politicians,” overlooking their own 
role as politicians. 

If this tendency continues, we may 
end up with a class alignment in 
American industry—something _ that 
all the agitation of the most zealous 
communists has so far not even be 
gun to achieve. 

Not that businessmen are guilty of 
insincerity in trying to give their 
work some moral significance. They 
have done much for individual em 
ployees by encouraging counseling 
and other new social and psychologi 
cal “human relations” approaches. In 
contrast with the nineteenth and 
early twentieth centuries, when 
caveat emptor, rugged individualism, 
and “the public be damned” were the 
prevailing attitudes, recent years have 
witnessed a more and more willing 
acceptance on the part of the modem 
corporation of a social responsibility 
to its employees, and indeed to the 
whole community. 

Consistent with this moral quest 
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industrial leaders have put their 
weight behind the world-wide strug- 
gle for liberty and justice. Wherever 
businessmen gather, this theme of 
social responsibility is sure to re- 
ceive major attention. 

Yet when talking about actual 
problems such as productivity, infla- 
tion, and the related political activi- 
ties of union and government, they 
unwittingly undercut their own pro- 
fessions of faith. 

If there is one achievement for 
which America is receiving world- 
wide applause, it is industrial produc- 
tivity. Yet it is right here that 
American management may be com- 
mitting a major blunder. For the 
tendency is to deny labor any impor- 
tant role in or credit for this 
achievement. When unions come in 
during negotiations and argue for a 
wage increase because “We've in- 
creased productivity so-and-so much,” 
the reply may well be, “Why, we 
went out and got the capital; we 
built the plants; we bought the tools; 
we launched merchandising and sales 
campaigns; we created the markets. 
You do less now than before. Ma- 
chines do the work; all you have to 
do is to tend them.” Management 
forgets that the “all you do” is all- 
important. 

In any given operation, everyone 
plays his part in achieving the final 
goal. No group—including manage- 
ment—has the right to arrogate to 
itself major credit or to deny to any 
other group its part, however humble, 
in achieving what is essentially a 
cooperative result. 

When we come to the problem of 
inflation, the prevailing attitude of 
businessmen, with a few notable ex- 
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ceptions, is just the same but in the 
opposite direction: labor is to blame. 
The argument runs that strong 
unions make exorbitant demand after 
exorbitant demand at each negotia- 
tion, not only for substantial wage 
increases but also for a variety of 
fringe benefits—which together ex~ 
ceed the annual increase in produc- 
tivity. 

But what are these unions? They 
are not abstractions; they are made 
up of individual workers, with 
families and community attachments, 
responding normally to sales promo- 
tion which urges them to enjoy all 
the good things which American in- 
dustry turns out so abundantly. No 
individual, be he a worker at the 
bench, a college professor, or a com- 
pany executive, ever thinks of his 
own wage or salary in terms of its 
impact on inflation or deflation. 

Granted that simultaneous wage 
increases gained by a million auto- 
mobile workers grouped together in 
a union are bound to exert a greater 
impact on pricing policy than similar 
increases obtained by executives; but 
the fact remains that basic motivation 
is the same for worker as for execu- 
tive. They are both simply taking 
advantage of a favorable market. 

In addition to the divisive attitudes 
pivoting around national economic 
issues, there are several other long- 
standing positions not altogether 
consistent with a morality that calls 
for human dignity and fellowship in 
a common community. 

One of these is that wages are a 
variable cost. We have been wit- 
nessing in our generation a dramatic 
shift toward making the cost of labor 
more and more a fixed charge on 
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industry. Accordingly, union con- 
tracts have been extended to em- 
brace such provisions as call-in pay, 
separation allowances, supplementary 
unemployment benefits, sick and hos- 
pitalization benefits, paid vacations, 
and pensions. 

But many businessmen argue that 
company-financed social security pro- 
grams such as pensions and supple- 
mentary unemployment benefits may 
freeze men on their jobs and make 
them reluctant to migrate to those 
areas where they may be in demand. 

What is again overlooked is the 
fact that labor is not an abstraction, 
but living men, members of families 
and communities. All their normal 
drives are to sink roots, raise a 
family, enjoy friendly neighbors. The 
truth of the matter is that the con- 
cept of labor mobility is an economic 
abstraction which gives value to a 
human being in terms of the market 
place, not in terms of the social life 
of a community. Is it consistent 
with the concept of community as a 
moral goal? 

We come now to the implications 
of the traditional posture of business- 
men toward unions and government, 
politics, and politicians. 

Although most businessmen pro- 
fess the belief that that government 
is best which governs least, in actual 
practice hardly a business exists that 
does not want the government to do 
something for it. However, business- 
men feel that what they ask of gov- 
ernment is legitimate and in the 
interest of democracy. When, on the 
other hand, labor asks for social 
legislation, the same government be- 
comes the “welfare state,” or “creep- 
ing socialism.” It would serve the 
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community far better to admit 
frankly that government inevitably 
has to intervene in a thousand and 
one ways in this complicated world 
and to criticize specific measures in 
concrete terms, instead of whipping 
up propaganda clouds about the wel- 
fare state. 

Businessmen frequently throw up 
their hands in despair, if not in dis- 
gust, when they are dealing with 
union officials. They dismiss them 
as politicians. To be sure, trade 
unions are to a large extent political 
organizations, and their leaders dis- 
play the characteristics of politicians. 
They exaggerate their promises to 
their constituents. They know that 
they will never be able to deliver a 
fraction of the demands they make 
on management. They fulminate 
against heads of corporations as 
“greedy” men interested in profits at 
the cost of human welfare. 

But are corporations free from 
politics, and do corporation execu- 
tives never act as politicians? When 
corporation executives and their 
staffs attempt to secure mass support, 
they too appeal to emotions and even 
distort their message. Thus in adver- 
tising, sales promotion, and mer- 
chandising, the businessman 
tions as a politician does: he appeals 
to the consumers for “votes” on be- 
half of his commodity or service— 
votes registered in sales. 

And when it comes to politics in 
its more conventional sense, any 
businessman worth his salt tries to 
play his part in shaping public 
opinion and influencing political ac- 
tion along the lines he deems best. 
So do the United States Chamber of 
Commerce, the National Association 
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of Manufacturers, and similar state 
and local associations. They repre- 
sent business interests and naturally 
are continuously at work trying to 
persuade legislators and executives 
at all levels of government to favor 
measures sponsored by them. In this 
sense, they try to do for business 
what the AFL-CIO tries to do for 
labor. Indeed, both have legitimate 
functions to discharge. 

In recent years businessmen have 
developed a lively concern for the 


moral and ethical goals of industry. 
All the more reason, then, for them 
to make sure that their attitudes on 
Strategic economic and __ political 
issues do not lead, in however slight 
a measure, toward divisiveness, un- 
happiness, factionalism, aggression, 
and all the other characteristics of 
a sick society—and away from the 
sense of community which is so im- 
portant a part of the Judaeo-Chris- 
tian tradition and life as we know 
it in America. @ 


“Look, I'll make a deal with you. You don't tell me 
about your day—! won't tell you about mine.” 


‘—Reprinted by special —— of The Saturday Evening Post. 


‘opyright 1958 by Curtis Publishing Co. 
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ANNUAL REPORTS 


GET THE 


IVY LEAGUE LOOK 


Condensed from Business Week 


ii are likely to find 
some noticeable changes in many of 
the more than 40 million corporate 
reports that are pouring out of com- 
pany offices this year. 

For years the balance sheet, in- 
come statement, and surplus state- 
ment, along with the president's 
letter, were all there was to the 
annual report. But in the past 
decade, more and more topics—re- 
search, employees, public relations, 
taxes—have found their way into its 
pages. With these topics have come 
so many photographs, charts, graphs, 
and cartoons that the report has often 
looked like a slick piece of direct 
mail advertising. 

Now corporations are deciding 
that this isn’t the face they want to 
present to stockholders, and that 
overly fancy reports have often ob- 
scured the main points. Besides, in 
a year when expenses are getting 
an extra sharp going-over, the annual 
report is one area where a substan- 
tial saving can easily be made. 


So a halt is being called to the 
glamor trend. Indications are that 
many of the reports for 1957, while 
still bright and picture-filled, will 
nonetheless be plainer and less flam- 
boyant than their 1956 and 1955 
predecessors. 

Annual reports are expensive. 
Companies sometimes spend upwards 
of $3 a copy, and publishers say that 
few small or medium-size companies 
(with no more than 10,000 stock 
holders) can get by for less than $1 
a copy. Even for companies that 
need 100,000 or more copies, the 
costs often are between 25 and 50 
cents a copy. In a less-than-great 
year, corporations are anxious to 
avoid the appearance of lavishness. 
“It's not so much how much money 
they spend, but whether or not it 
looks like a waste of money to the 
stockholder,” says one large printer. 

Reports in the new conservative 
style (called in the trade The 
Tailored or Ivy League Look) are 
noticeably more subdued, with more 


Business Week (January 18, 1958), © 1958 by McGraw-Hill Pudlishing Co., Inc. 
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attention paid to such things as 
writing style and type faces—which 
don’t pile up extra costs—and with 
fewer meaningless pictures. 

Even in good years, some com- 
panies have held out against the 
fancy trend. Procter & Gamble Co. 
always put out a slim, pictureless 
12-page annual report, considered it 
a bold departure when it went to a 
larger-sized page in its 1957 report 
and included a photo montage of its 
products. 

E. I. du Pont de Nemours & Co., 
long a leader in professional-looking 
house organs and company publica- 
tions, continues with a staid, picture- 
less annual report. Du Pont has 
had the same cover since 1915, and 
company executives now look on it 
as a “hallowed tradition.” 

And banks, insurance companies, 
and financial institutions, while add- 
ing some glamor over the years, have 
traditionally stuck to tamer reports 
as more becoming to the dignity of 
their business. 

Plainer reports may actually be 
better ones. Much of the illustration 
is confusing, says Dr. Bernard Gold- 
stein of the Psychological Corp., New 
York testing organization, after per- 
forming readability analyses on 56 
reports. He found that 51 of these 
devoted up to 40 per cent of the 
total space to photographs. Yet most 
of the pictures had little real mean- 
ing, he claims—most were “art” 
photos of the sun setting behind the 
factory or “human interest” shots of 
high school students visiting the 
plant. Sometimes the company’s chief 
products weren’t even shown. 

Graphs were used in 47 of the 56 
reports Goldstein studied—again tak- 


APRIL, 1958 


ing up to 40 per cent of total page 
space. But often the graphs were 
so complicated—with such _ intrica- 
cies as sliding scale indexes—that 
they were beyond the comprehension 
of most readers. Last year’s New 
York Stock Exchange survey indi- 
cated that half the U.S. stockholders 
have no more than a high school 
education, yet Goldstein found 85 
per cent of the reports to be tough 
sledding for college graduates. 

The professional publishers of an- 
nual reports find fault not only with 
writing style but, in many cases, with 
typography and layout, too. Fre- 
quently, they say, the faults arise 
because the company thinks of the 
report as an advertising piece. This 
leads to the selection of bolder type 
faces and eye-catching layouts that 
often sacrifice dignity to immediate 
impact, and make the general effect 
too flashy. 

Even with lucid writing, meaning- 
ful pictures, understandable graphs, 
dignified typography, and interesting 
layouts, however, annual reports 
don’t get the kind of readership 
accorded a popular subscription maga- 
zine. Opinion Research Corp. in 
Princeton, N. J., has done studies of 
annual reports for many companies. 
Even the most successful report its 
researchers ever encountered was 
read by only 81 per cent of the 


‘stockholders receiving it. 


Most companies don’t use such a 
formal yardstick as readership studies 
to judge the effectiveness of their 
reports. But an informal measure is 
in use many places: The fewer com- 
plaints from stockholders during the 
year, the better the preceding annual 
report. 
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The operation of company advertising departments 
sometimes leaves a lot to be desired, but the blame 
can't always be laid at the ad manager's door.. . 


What’s the Matter with 
Industrial Advertising Departments? 


Condensed from Industrial Marketing 


Hew WELL do industrial advertis- 
ing departments do their job and 
how can they improve their per- 
formance? After studying the current 
advertising practices of 150 industrial 
companies of all sizes, the Industrial 
Advertising Research Institute has 
concluded that there is plenty of room 
for improvement in most industrial 
advertising departments. 

Here are some of the highlights of 
their findings and recommendations: 

Who does what. Primary responsi- 
bility for the performance of key ad- 
vertising activities is vested in one 
or more of four different groups, de- 
pending generally on the nature of 
the activity: 

1. The advertising department 
usually has primary responsibility for 
creative functions, and for the prepa- 
ration of printed matter. In most 
cases, it shares the responsibility for 
public relations and publicity with 
nonmarketing management. 

2. Other marketing units have 
primary responsibility for preparation 
of salesmen’s materials, sales analysis, 
and marketing research. 

3. Nonmarketing units carry re- 
sponsibility for only two types of 


activities: decision and approval in 
the publicity and public relations 
area, and approval in the planning 
area. 

4. If the company uses an ad 
agency, it is usually responsible only 
for certain activities related to paid 
space advertising. 

On the basis of these findings, the 
Institute feels that the range of par- 
ticipation in many activities is too 
narrow. This is true particularly of 
creative planning and budgeting, the 
collection of source material for ad- 
vertising and public relations pur- 
poses, market research, sales analysis, 
and the creative function in general. 

In other activities, such as the 
development of recommendations on 
media and the development of ad- 
vertising schedules, the range of par- 
ticipation is too broad, according to 
the Institute. 

Department organization. Most in- 
dustrial advertising departments are 
small. Over three-fourths of those 
surveyed contained 15 or fewer per- 
sons; over 40 per cent had from one 
to five persons on the staff; and about 
5 per cent had no separate advertis- 
ing department. 


Industrial Marketing (February, 1958), © 1958 by Advertising Publications, Inc. 
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The survey shows that the depart- 
ment activities most frequently for- 
malized into subordinate units are (1) 
storing, filing, and distribution, and 
(2) production-type functions. 

In some companies, however, the 
subordinate units are organized ac- 
cording to type of media, not type of 
work. Still other companies subdivide 
departmental responsibilities on the 
basis of products advertised by the 
company. 

The survey showed that in most 
companies, the ad manager reports 
to the chief sales executive. 

Ad program planning. According 
to the survey, relatively few ad man- 
agers are provided with specific and 
useful definitions of the three essen- 
tial bases for effective advertising 
planning: sales objectives, sales plans, 
and advertising objectives. Some ad 
managers, however, take the initia- 
tive in framing specific sales objec- 
tives and plans. They not only ob- 
tain needed bases for advertising plan- 
ning, but also make a substantial 
contribution to their companies’ over- 
all marketing operations. 

Industrial advertisers whose plan- 
ning procedures the Institute con- 
sidered most effective were found to 
be strong in three important respects: 

1. Their procedures provide that 
all of the persons who can make a 
contribution have an opportunity to 
participate in advertising planning. 

2. Necessary steps leading to such 
participation are clearly defined and 
carefully followed. 

3. Results of planning are pre- 
sented to management in a manner 
that invites wholehearted acceptance. 

Controlling advertising activities. 
The survey suggested that two essen- 
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tial conditions of over-all control have 
not been fulfilled by most ad man- 
agers. First, a careful definition has 
not been made of the factors to be 
controlled; and second, establishment 
and use of an effective plan of con- 
trol over these factors has not been 
achieved. 

In some cases, the scheduling of 
nonpaid space advertising activities 
was poorly controlled. In addition, 
the survey found deficiencies and 
difficulties in the following areas: 
control of the routing of departmental 
work projects; printed matter inven- 
tory control for companies with rela- 
tively complex product lines; and 
maintenance and utilization of in- 
ternal accounting control records. 

Relationship with agencies and 
other outside services. Generally it 
was found that industrial advertising 
managers do not make enough use of 
outside services, particularly adver- 
tising agencies. According to the In- 
stitute, the scope of advertising 
agencies’ participation is too narrow 
in two important respects: (1) many 
agencies are not used effectively for 
work other than paid space advertis- 
ing, and (2) the agencies’ role in 
space advertising is unduly restricted 
in some companies. 

Concerning the use of other out- 
side services, the survey showed that 
about one-fourth of the companies 
make use of a public relations or 
publicity agency, with the ad man- 
ager responsible for liaison between 
company and agency. 

The survey also indicated that 
there is a trend toward increasing 
the use of other outside services, 
such as graphic arts specialists, print- 
ing houses, direct mail concerns, and 
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sales promotion specialists. A nuin- 
ber of industrial ad managers are 
finding that they can stabilize the 
size and operation of their depart- 
ments through the use of outside 
services for the preparation of non- 


activities of the industrial advertising 
departments is quite broad; (2) the 
department frequently is responsible 
for the conduct of many activities 
which are not properly industrial ad- 
vertising functions, and (3) effective 


accomplishment of many industrial 
advertising functions requires a high 
degree of coordination with other 
units of the business. 


paid space advertising materials. 

The industrial advertising man- 
ager’s job is made difficult by several 
significant factors: (1) The scope of 


What the Annual Report Doesn’t Show 


THE CLOCK-WATCHING EMPLOYEE is no more of a time server than the 
calendar-watching proprietor whose measurement of. improvement is the 


month-to-month and year-by-year comparison of costs, sales, and profits. 

There’s more than a time factor to be considered in defining and deter- NY, 

mining the successful management of business. his 
Many elements of progress are neither statistical nor measurable in “Ww 

quantitative terms, but they are none the less real when the career of a on 

company or a product or service is observed in retrospect. The intangibles, life 


which are often counted under the heading of good will, flow from 


service to customers, management's relations with employees, company 
attitude in a community, and company standing within an industry. The ‘ie 
casual remark from a customer, employee, or neighbor—“They’re a nice s 
outfit to do business with,” “They’re a good company to work for,” pan 
“They really belong’—may be more expressive of progress at times than exec 
a profit-and-loss statement. imp 
The faith of a customer in the quality of a product or service is not appl 
won or tested in a day. It is the result of a continuing performance. pres 
Once the momentum is broken, it may be difficult to build up again, as roon 
can sometimes be seen when a company changes hands. that 
Every company needs the incentive of profits, and any executive team hire 
moves with a livelier gait under the whip of competition. There is no . 
room for the lax or the leisurely today. New materials,: tools, and tech- that 
niques are constantly increasing the need for close observation of the relati 
items we produce, and the way we make, distribute, and service them. after 
But neither do we have to maintain a frantic race with the clock or again 
calendar, if our long-term policies are supported by pride of product, Light 
quality control, and the human touch among people—whether they are futur 
customers, employees, or just neighbors. find 
After all, we ought to take time to enjoy business. It pays off in job. 
pleasure, too. Sor 
—A. M. Sullivan in Dun’s Review and Modern Industry 2/58 
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Many AN EXECUTIVE who changes 
his job soon starts asking himself, 
“What did I get into?” One of the 
occupational hazards of executive 
life is never being quite sure of what 
a new job will offer—or fail to offer 
—until it is too late. 

Sometimes, for example, a com- 
pany anxious to snare a_ talented 
executive will give him a misleading 
| impression of the job’s prestige. The 

applicant may have lunch with a vice 
president in the executive dining 
room during the wooing period, but 
that won’t happen again after he’s 
hired. No one bothers to tell him 
that he might not have this cozy 
relationship with the vice president 
after he’s accepted the job, but then 
again, no one tells him that he will. 
Lightheaded with the thought of his 
future prestige, he doesn’t bother to 
find out about “the details” of the 
job 


Some job-hunting executives are 


Job-switching can be 
hazardous if some basic 
precautions are ignored. 
Here are some of the 
dangers involved . . . 


When the Executive Changes His Job 


By Robert Hershey 
Condensed from Personnel Journal 


trying to get away from a specific 
problem of their present position that 
is exceptionally difficult to live with. 
Concentrating on avoiding that par- 
ticular type of difficulty, they often 
pick a job that turns out to have 
equally unpleasant aspects of an en- 
tirely different and perhaps opposite 
kind. 

For example, an advertising execu- 
tive left his job because his boss 
was too demanding. The pressure 
was always on. His boss would give 
him the most comprehensive and de- 
tailed instructions, and then con- 
stantly question him as to the prog- 
ress of the project. Seeking a new 
job, he was impressed by one of the 
prospective employers who __inter- 
viewed him because the man had an 
easy-going, warm personality—just 
the opposite of his boss’s. 

However, after six months with 
this new employer, the advertising 
man is just as unhappy as before. 


Personnel Journal (January, 1958), © 1958 by Personnel Journal, Inc. 
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His new boss spends more time on 
the golf course than at the office, 
and important decisions go unmade. 
When the boss is available for con- 
sultation, he vacillates with each 


taking for granted the good features 
of your present job. 

5. Find out how much impor- 
tance your prospective employer at- 
taches to your specialty. 


pro and con of a proposal. The ad- 6. Use your skill to learn as much 
vertising executive is looking again about the interviewer as he does 
for a new job. about you. 

There are a number of problems _ 7. Get an idea of the company’s ¥ 
on a new job—particularly those in- reputation for turnover among its de 
volving relationships with other executive personnel, particularly m 
people in the company—that an those in your speciality. se 
executive cannot hope to foresee. 8. Don’t assume that organiza- dt 
However, you can get a fairly good tional relationships in your depart- ce 
idea of what you are getting into by ment will be either logical or tradi- an 
following these suggestions: tional. ur 

1. Find out why your predecessor 9. Don’t let any hints of promo- nu 
left the job. tional or financial advancement re- th 

2. Try to learn why the company main unclarified. Restate them as a 
feels that the vacancy cannot be you understand them. a 
filled from within. 10. Finally, if you accept the ect 

3. If this is a new position, ask position, assume nothing about your 
why it was created. new job or company until you have 

4. Don’t make the mistake of found out the facts. lon 

cor 

anc 

tha 

stal 

Union Membership Fails to Keep Pace nm 

ORGANIZED LABOR’S STRENGTH in the U.S. is slipping. Despite pub- of | 

licized reports of a rise in membership, a recent Bureau of Labor Statis- eve 

tics survey shows that unions are not keeping up with the growth of the cap, 

nonfarm labor force. From 1954 to the end of 1956, union membership whi 

rose from 18 million to 18,500,000—a 3 per cent growth. But the labor sucl 

force increased by 3,447,000 to 51,878,000, a growth of 7 per cent. 

gen 

The BLS figures also show an increasing concentration of union mem- fess 

bership in a few unions. Six unions—Teamsters, Auto, Steel, Machinists, 3 
Carpenters, I.B.E.W.—had a combined membership of 6,400,000, or 

roughly one third of the total. = 

In its survey, the BLS also found that (1) 2,500,000 white-collar nisin 

workers are organized, and (2) the 125,000 collective-bargaining agree- time 

ments in effect cover 18 million persons, including those not members Stan 

of unions. Nearly 700,000 unionized government employees are not to n 

covered by agreements. to i 

—Fortune 12/57 Ch 
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OVERCAPACITY 
Is It Here To Stay? 


By Robert P. Ulin 
Condensed from Challenge 


om U.S. ECONOMY seems to be 
defying the classic theory that excess 
manufacturing capacity means a 
severe depression. Manufacturing in- 
dustry was operating at only 80 per 
cent of capacity at the end of 1957, 
and, although business activity has 
undoubtedly fallen off, there are a 
number of reasons for believing that 
the lower operating rate is no longer 
a precursor of deep depression but 
a normal feature of a growing 
economy. 

What are some of these reasons? 

1. The widespread expectation of 
long-term economic growth. Large 
companies are now planning five 
and even ten years ahead. Confident 
that both population and living 
standards will show a considerable 
rise over this period, they feel safe 
in carrying relatively large amounts 
of capacity which will be needed for 
eventual growth. Meanwhile, this 
capacity provides a reserve with 
which to meet sudden demands— 
such as a boom or a defense emer- 
gency—or to permit the closing of 
less efficient units. 

2. The steady pressure to mod- 
ernize and cut costs. Labor costs are 
rising every year, and at the same 
time customers are demanding higher 
standards of quality. The only way 
to meet these combined demands is 
to install new production equipment 


that reduces direct labor require- 
ments and permits higher standards 
of work. Such new equipment al- 
most always increases the rated ca- 
pacity of a plant, even though that is 
not its purpose and the additional 
capacity may not be needed. 

3. The availability of cash re- 
sources. In general, manufacturing 
companies have been able to raise 
the money needed for a high level of 
capital investment. This is in marked 
contrast to the situation in 1929, 
when expenditures were heavily fi- 
nanced by speculative borrowing and 
collapsed along with the money mar- 
kets. 

4. The speed of technical ad- 
vances resulting from research. Over 
the next two or three years, this may 
prove to be the most powerful of the 
forces contributing to a high level of 
capital investment. Even though 
business is declining, many com- 
panies expect to make new invest- 
ments in order to bring out new 
products or install new processes de- 
veloped in research laboratories. 

Furthermore, research programs 
act to prevent excess capacity from 
flooding the market with unwanted 
goods. When new products are de- 
veloped, they usually cannot be pro- 
duced with older facilities. Rather 
than try to market an outmoded 
product, the manufacturer who has 


Challenge (March, 1958), © 1958 by Institute of Economic Affairs, New York University 
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extra capacity will usually attempt 
to convert it—or scrap the older 
facilities and build new ones. Or- 
ganized research on a large scale 
means that companies are concen- 
trating on new and better products. 
This form of competition is less de- 
structive than the old price-cutting 
competition on standard goods. 

Research, moreover, increases the 
size and variety of the company’s 
product line. Despite the best efforts 
of forecasters, it is not always pos- 
sible to tell accurately which product 
will have the most volume. Thus, 
capacity reserves must be maintained 
at each of the plants producing dif- 
ferent types of products if a company 
wishes to cover its market completely. 

Finally, research introduces an un- 
known in the capacity calculation— 
the possibility of future advances 
that cannot now be predicted. Most 
managements try to deal with this 
problem by building general purpose 
capacity ahead of present needs, so 
that only the more specialized facili- 
ties will have to be built from 
scratch. 

Some large companies are willing 
to operate new plants at a low per- 
centage of capacity in the first year 
or two. In some cases—such as the 
production of magnesium and tita- 
nium—the operation is so new that 
manufacturing plants are being run 
chiefly to gain experience. 

This freedom to experiment is a 
tremendous advantage in the com- 
petition for technical leadership. But 
it is something that only very large 
companies can afford. Since small 
and medium-size business firms ac- 
count for the major part of American 
industry, most business executives 
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will still express the opinion that it 
is preferable to operate close to ful 


capacity. As recently as 1956, a 
McGraw-Hill survey showed _ that 
manufacturing companies, on the 


average, prefer to operate around 90 
per cent of capacity—which allows 
only a 10 per cent cushion for emer- 
gencies. 

However, a few years before that 
the preferred rate might have been 
close to 100 per cent; the growing 
interest in long-range planning and 
research and development has un- 
doubtedly had some effect. And in 
industries where markets are growing 
and technical advance is rapid, there 
is an increasing tendency on the 
part of the more progressive firms to 
accept lower operating rates as one 
of the costs of continuous develop 
ment. 

Indeed, the concept of capacity it 
self has changed. Whether a given 
facility truly represents excess ca 
pacity does not depend solely on its 
being idle. If the product it makes 
is obsolete, then its capacity is not 
merely excess; it is useless. If, how- 
ever, machines are kept because they 
might be needed in an emergency, 
then this temporarily unused capacity 
is fulfilling a function in a long 
range sense and can be justified on 
the same terms as insurance. Thus, 
the presently unused capacity of 20 
per cent is not so dangerous a factor 
in the economy as it would have 
been a generation ago. 

For the economy as a whole, some 
temporary “overcapacity” is the price 
of progress. But this new capacity, 
combined with an expanded research 
effort, has greatly increased our po 
tential for economic growth. 
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BILLIONS ON THE BLOCK 
The Old-Fashioned Auction 
Still Moves the Goods 


By Russell Chappell 
Condensed from Newsweek 


Wane modern merchandisers 
are busy thinking up slick new sell- 
ing techniques, the  tradition-en- 
crusted auction sale is flourishing as 
never before. There are at least 
20,000 auctioneers at work across 
the country—perhaps as many as 
35,000. At latest government count, 
there were 1,872 wholesale auction 
houses doing business at a $3.4 bil- 
lion-a-year clip and 1,639 retail 
auction houses earning $22.8 million 
in commissions each year. Auction- 
eers sell the $1.5 billion-a-year to- 
bacco crop, nearly all of the live- 
stock going from farm to farm, much 
poultry and eggs, fruits and vegeta- 
bles, furniture and art objects, used 
automobiles and jewelry, and houses 
and lots. 

While such traditionally auctioned 
commodities account for the bulk of 
the country’s auction sales, other 
goods have come under the gavel 


since World War II. Heavy ma- 
chinery is an outstanding example. 
No fewer than 109 auction com- 
panies have been approved by the 
government for the purpose of mov- 
ing surplus equipment. They have 
adopted such refinements as num- 
bered paddles for bidders to hold up 
and tape recorders behind the auc- 
tioneer to settle disputes about who 
bid how much for what. Government 
surplus sales alone totaled $96 mil- 
lion in fiscal 1957 (not counting 
$2.3 million for real estate). 

Even the august Parke-Bernet Gal- 
leries of New York, temple of Ameri- 
can auctioneers, goes in for the gov- 
ernment surplus business through a 
chastely isolated industrial subsidiary. 
Parke-Bernet, naturally, would much 
rather talk about its culture-laden 
sales—such as the recent auction of 
the Albert F. Madlener collection of 
autographs, including the original 


Newsweek (February 3, 1958), © 1958 by Weekly Publications. 
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manuscript of Thomas _Jefferson’s 
Great White Father address to the 
Cherokees. One of Parke-Bernet’'s 
greatest coups was last year’s sale of 
the Rovensky collection, when 
jewels, books, art objects, and house- 
hold furnishings of the late Mrs. 
John Rovensky brought the record 
total of $2.4 million, and the all- 
time high of $385,000 for a single 
item: a 213-carat diamond necklace. 

Why such a rush to put mer- 
chandise on the block? 

The reasons are as various as the 
commodities under the hammer. For 
farm produce, rare books, and auto- 
graphs, it is a convenient way of 
setting market prices; New Zealand 
and Australian auctions, for example, 
set the world price for wool. For 
trustees settling estates and for people 
in economic straits, it is a speedy 
way of converting such frozen assets 
as household furnishings and person- 
al possessions into hard cash. 

Part of the auction’s success, of 
course, lies in the plain fascination 
that it holds for buyers. David Nos- 
sek, whose Miami auction house 
grosses $500,000 a year, says, “It’s 
like betting on a horse race. Bidders 
take a chance in the hope of winning 
something, picking up a real bargain 
way below its market value.” 

Nossek is perfectly aware, as are 
all other auction operators, of the 
entertainment value in an auction 
sale. One of his two auctioneers is 
Eddie Auslander, a former vaudeville 
comedian. Indeed, explains auction- 
eer Larry Wynn of St. Louis: “It is 
a little like being a night-club master 
of ceremonies. You have to keep the 
crowd in your hand—right in your 
palm. You get a heckler, you lead 
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him in easy-and then chop his head 
off —good-naturedly.” 

Thanks to the American Tobacco 
Co.’s radio commercials of the early 
1940's, the rolling chant of the 
tobacco auctioneer is well known. Of 
the 25 or so leaders in this branch 
of the profession, the “daddy rabbit” 
is Silver Tom Burton of Warrenton, 
N. C., who boasts: “I’ve unquestion- 
ably sold more tobacco than any 
other man.” 

Burton figures that he has aver- 
aged 30 million pounds a year since 
1921, arid still may sell $250,000 
worth of tobacco a day in an eight- 
month season, earning about $20,- 
000. “I can stand with a lighted 
match in front of my mouth while 
I'm chanting and the flame barely 
flickers,” Burton says of his tech- 
nique. As for the buyers, “all are 
trying to keep each other from seeing 
bids: One man may wiggle his finger, 
one will scratch his stomach or flick 
his eyes. If he’s looking at me, I'll 
cost him money. I don’t exhibit my 
beauty for nothing.” 

Not so well known as the tobacco 
auctions, but even more important 
financially, are the automobile auc- 
tions—250 of them in the U. §. 
The biggest takes place in tiny Man- 
heim, Pa., at 10 o'clock every Fri- 
day morning, with dealers from 200 
miles around bidding on an average 
of 500 cars. On an annual volume 
of $26 million, the auction firm 
takes in something over $300,000 in 
commissions and other fees. Dealers 
use the auction to clean out slow- 
moving stock—usually used cars, but 
sometimes new ones—and to buy up 
models for which they sense a big 
demand. 
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In the sales barns of the agricul- 
tural Midwest, the merchandise 
comes on four legs. Booted and over- 
alled farmers gather on_ benches 
banked around the sales ring. The 
“colonel” works behind a lectern, 
usually armed with a cane instead of 
a hammer, and extols the virtues of 
the animal on the block before start- 
ing a chant as arcane as anything in 
the Tobacco Belt. 

Auctioneer Keith Goode of Knox- 
ville, Iowa, who practices his art at 
the Hillcrest Auction Co. sales barn, 


believes in sticking to his livestock 
specialty. “A city auctioneer,” he 
contends, “would find it as hard to 
sell livestock as I would to sell a 
houseful of high-priced furniture.” 

Up in Vermont, though, the city 
slicker gets a big shake, according to 
auctioneer Albert May of Marshfield. 
“God bless ’em,” says May of the 
city people. “They come out from 
the city to take advantage of us poor 
country boys, and we wind up mak- 
ing more money on auctions than we 


ever did before.” @ 


“This afternoon, he pushed a Univac button and did the 
work of a thousand men for a whole year!” 
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BREADTH: 


Which technique for market research? 


By Avrom Fleishman 
Condensed from Industrial Design 


Taz CURRENT DEBATE on subjec- 
tive depth probing versus objective 
survey questionnaires is the latest 
conflict in the fast-changing field of 
market research. The argument is of 
deep importance to business manage- 
ment: Never before have buying 
patterns been more complex and more 
changeable, and never before have 
decision-makers so needed the guid- 
ance provided by reliable market re- 
search. 

What are the good and bad points 
of each technique? 

Once simple and direct, objective 
survey research has grown into an 
elaborate and highly controversial 


technique. A consumer questionnaire 


today is like a set of geological strata; 
it generally leads off with very direct 
questions (“Do you use our prod- 
uct?”), proceeds to less easily defined 
matters, and ends up with oblique 
questions that usually mean nothing 
to the answering consumer. The most 
advanced questionnaire design at- 
tempts not to find out what the re- 
spondent thinks or thinks he thinks, 
but to measure consumer reactions by 
simulating the buying or using cir- 
cumstances with questions. 


Much as it has changed and 
grown more elaborate in recent years, 
objective survey research has retained 
its early popularity. There are a 
number of reasons for this: It is fast, 
relatively impersonal, and _ relatively 
cheap. Since it offers objective an- 
swers to objective questions, it lends 
itself to standardized procedures in 
coding, interpreting, and reporting 
results—hence, to “semi-scientific” 
use. 

But the virtues that allow survey 
research to function so efficiently act 
as limitations, too. Investigation is 
restricted to a fixed pattern which, 
while valid to social scientists and 
intelligible to businessmen, often 
seems inflexible and inhibiting to 
marketing problem-solvers. It is too 
rigid to indicate subtle but possibly 
important differences of response; it 
does not delve adequately into emo 
tional areas; it is susceptible to 
nuances of word and form that may 
bias the question and distort the 
answer; and, in a country as large 
and varied as this, it must be careful 
to take into account where the poll 
was conducted and who was polled. 

One of the leading “hard-facts’ 
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survey research firiis is Alfred Politz 
Research. Politz defines the goal of 
his work this way: “If marketing re- 
search is to perform a useful func- 
tion, it must be put finally in the 
form of predictions for the use of 
management. The form of the pre- 
diction may be, for example, the 
likely increases or decreases in sales 
that would result under certain cir- 
cumstances from certain changes in 
quality, style, package, color, or price 
of a particular product, or from some 
particular method of advertising it.” 

In contrast to precise statistical 
sampling techniques such as Politz’s, 
depth probing tries to get at the in- 
dividual consumer's basic feelings and 
attitudes. Few direct questions are 
asked by the interviewer, who en- 
courages the respondent to talk spon- 
taneously about his experience and 
thoughts. Unlike a survey question- 
naire, the interview is loosely framed 
and involves a much smaller sample 
of the population so that each re- 
spondent can be probed intensively. 
The greatest value of this method is 
that it brings to the surface the 
deeper motives that affect an indi- 
vidual’s purchase, brand selection, 
and product use. 

What makes this method attractive 
to a growing number of businessmen 
is partly a matter of content. Depth 
studies deal with frankly emotional 
responses to ads and fads that no 
other research method can touch: 
pyschic needs, conflicts, and fears. 
But many an unprejudiced marketer 
has been attracted also by certain 
advantages of method that depth re- 
search can claim: it’s the only kind 
of survey that doesn’t assume it knows 
the right questions to ask from the 
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start, but tries to formulate them in 
the process of finding out what's im- 
portant to each individual being 
interviewed. So successful have the 
depth probers been in opening their 
clients’ eyes to the fallacies of hide- 
bound marketing formulas that many 
in the “hard-facts” school of ques- 
tionnaire researchers have utilized 
depth interviews to help generate 
working hypotheses—especially in re- 
search involving symbolic advertising 
images, with which the depth probers 
have had their most notable, and 
most notorious, success. 

Criticisms of depth research have, 
of course, included both its content 
and its method. A number of critics 
have been indignant about its intru- 
sions into the private recesses of the 
mind for the purpose of exploiting 
unconscious fears and desires. 

Many traditionalists in business 
still hold out against its symbolic— 
often sexual—explanations of every- 
day behavior. 

Other objections have been on 
grounds of methodology. Quantita- 
tive researchers have criticized the 
small sample studies that depth 
probing necessarily employs, and 
have scored unstructured interviews 
as “free-wheeling.” Further, its sub- 
jectivity of interpretation leaves the 
depth field open to invasion by glib 
but untrained Johnny-come-latelies 
who can sell notions that have no 
scientific basis. 

Because the interpretation is de- 
scriptive and qualitative, there is a 
tendency in the depth-probing field 
to plead exemption from some stand- 
ard scientific controls—a tendency 
that doesn’t enhance either its repu- 
tation or its usefulness. Depth re- 
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ports should include an explicit state- 


that the charges for depth research 


ment about their methods and the seem unreasonably high compared th 

scope of the survey they are based on with the expense of questionnaire ve 
so that management can _ evaluate surveys of much larger numbers of 
them against the known facts of the people. But the qualitative approach 
market and judge how well they doesn’t lend itself easily to standard- 
shape the interview material in terms ized coding and mechanical correla- 
of psychological principles and mar- tion of data; each respondent’s words 
keting experience. must be gathered by well-trained 
Among businessmen, there is still interviewers and interpreted by highly 
some resistance to any research that skilled theoreticians. In its costs and 
does not present its findings in in its returns, depth research can be 
formulas and figures, as a hard-and- looked at as a craftsmanship opera- 
fast guide to decision-making. Another —_ tion—not as efficient as the statistical 

comparison the marketer is bound to survey, but using individual skills to ) 

make is one of cost; he may find create a qualitatively unique result. @ fre 

of 
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of 
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Business Failures—Still on the Rise effi 

LAST YEAR may have been the nation’s second best ever dollarwise, but = 

more businessmen than ever found the going so tough they literally | 

couldn’t make a nickel. Bankruptcies, in fact, were up 8 per cent to a ap} 

total of aroufid 13,700, according to Dun & Bradstreet figures. This com- | 

pared with 12,680 the year before and only 3,500 a decade ago. me 

Not only has the total of failures been on the upgrade, says Dun & ter1 

Bradstreet, but the rate of failures as well. In 1947, only 14 out of mei 

every 10,000 businesses collapsed in bankruptcy, but in 1957, 52 out of age 

every 10,000 went bankrupt. And this is not the whole story, because of 

Dun & Bradstreet figures include only failures in which creditors are left tior 

holding the bag. A great many other companies managed to scrape to- me 

gether enough cash to pay off their bills before folding. Still other totter- of t 

ing enterprises escaped the fatality list only by merger. , 


The increasing casualty rate has apparently done nothing to upset the 
nation’s traditional entrepreneurial itch, however. Last year almost as = 
many new businesses set up shop as permanently closed their doors, and pe 
the number of firms now listed on the U.S. books is hovering around the as 

1s 


4,200,000 mark. Historically, when business is booming, more and more 

Americans decide that being their own bosses is just what the economist and 

ordered. This leads to the mounting failure rate, because the pickings alys 

are not quite so easy as they look, and more than 90 per cent of all of } 

bankruptcies can be written off to incompetent management—in short, too 

to inexperience. turn 
—The New York Herald Tribune 1/2/58 
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To many managers who have long sought to reduce 
their company’s personnel turnover, this 
viewpoint may come as a surprise... 


Employee Turnover 
Can Be Too Low 


By Louis Cassels 
and Raymond L. Randall 


Condensed from Nation’s Business 


IS DEVELOPING a 
fresh viewpoint on the old problem 
of employee turnover. Besides repu- 
diating several long-cherished dogmas 
of personnel administration, the new 
attitude points toward techniques of 
turnover control that will be more 
effective, and in many cases less 
costly, than prevailing practices. 

Three ideas distinguish the new 
approach to turnover: 

1. The time-honored system of 
measuring a company’s turnover in 
terms of a gross statistical rate is 
meaningless and misleading. “Man- 
agement,” says Prof. Sumner Slichter 
of Harvard, “should pay less atten- 
tion to quantitative measurement and 
more attention to qualitative analysis 
of turnover.” 

2. Reducing the turnover rate to 
zero—the theoretical goal of many 
personnel policies—is as undesirable 
as it is unattainable. Some turnover 
is healthy; it brings in new blood 
and prevents stagnation. Proper an- 
alysis may reveal that in some areas 
of your operation the real problem is 
too little rather than too much 
turnover. 


3. You can’t eliminate harmful 
turnover simply by raising wages 
across the board and piling on 
fringe benefits. Usually there are 
other important factors involved 
when an eiployee quits. 

Management must dig below the 
surface of a company-wide turnover 
rate before it can begin to cope in- 
telligently with existing problems. It 
must know not merely how many 
employees are quitting, but who is 
leaving and why. Turnover analysis 
should cover these points: 

A breakdown of total turnover into 
precise job categories. A large in- 
dustrial firm found that the cost of 
turnover (and therefore the amount 
that management can wisely afford to 
spend in combating it) varies sharply 
with the type of employee involved. 
Figuring in both direct and indirect 
costs—recruiting, training, orienta- 
tion, personnel office paperwork, lost 
production time, etc.—this company 
estimated that it cost $126 when 
they lost a common laborer, $557 
when they lost an average semiskilled 
employee, and $18,778 when they 
lost a skilled worker who had com- 


Nation’s Business (January, 1958), © 1958 by Nation’s Business—the 
Chamber of Commerce of the United States. 
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The quality of the employees who 


four-year 


are leaving the company. An over- 


all turnover rate that seems high may 
be just right if it includes a large 
proportion of misfits who never 
should have been hired in the first 
place, or of marginal workers who 
find it difficult to meet production 
standards. But if your really promis- 
ing executives and technicians or 
your above-standard production work- 
ers are the ones who are leaving, you 
may have serious trouble even if the 
over-all quit rate is low. 

The age and experience level of 
employees who quit. A balanced age 
structure is essential to the long-run 
health of any organization. In man- 
agement jobs especially, a heavy con- 
centration in any particular age 
bracket tends to choke promotion 
ladders and leads to severe difficulties 
when that class graduates into re- 
tirement. The irregular waves of hir- 
ing that go with expansion programs 
tend to unbalance the age structure. 
Turnover which helps to bring the 
organization back into balance is de- 
sirable; turnover that accentuates age- 
distribution bulges is particularly 
harmful. 

Studying the experience level of 
departing employees will help to de- 
termine if your firm is undergoing 
approximately normal turnover or if 
there is something seriously wrong 
with your personnel policies. Studies 
by International Harvester, Jersey 
Standard, and others show that a 
high degree of mobility is characteris- 
tic of U.S. employees during their 
first five years of job experience. 
(Roughly half of the employees who 
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quit International Harvester are in 
their first year of experience.) After 
five years, employees don’t change 
jobs without a good reason. This 
means that a high turnover rate 
among new employees, while it can 
and usually should be curbed, is not 
nearly so alarming as a high turn- 
over rate among veteran workers. 

Turnover breakdown by company 
units. Total company turnover should 
be broken down by plants, depart- 
ments, and smaller units to show 
where the biggest losses are occur- 
ring. This enables managers to iden- 
tify areas in which supervision is 
weak, where morale has broken down 
because of poor communications or 
poor human relations, where job 
simplification or other improvements 
in working conditions are needed. 

But a high turnover rate in a 
particular unit is the signal for care- 
ful investigation, not for leaping to 
conclusions and taking drastic action. 
There may be excellent reasons why 
turnover is high in that unit, and it 
is quite possible that the supervisor 
needs help rather than criticism from 
top management. 

Conversely, a low turnover rate in 
one unit may be cause for suspicion. 
Has this unit become a haven for in- 
competents whom nobody wants to 
hire away from your company? Is it 
staffed and supervised by complacent 
employees who figure ‘they've got it 
made? Or is its low turnover rate 
really due to superior management 
and working conditions? 

While a certain amount of em- 
ployee mobility in the upper echelons 
is desirable to prevent organizational 
stagnation, too much can be damag- 
ing. Prof. Slichter contends that each 
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company has its own optimum turn- 
over rate, closely related to its execu- 
tive development program. Instead of 
trying to apply some arbitrary ma- 
thematical formula, he says, man- 
agement should take a broad look at 
the opportunities for moving up in 
various areas of the company. If op- 
portunities are severely limited, the 
company probably has too little turn- 
over. If, however, inexperienced men 
are being advanced to plug gaps, 
there is too much turnover. When 
the company achieves maximum util- 
ization of available talent in any 


given area, it has the optimum turn- 
over rate. 

What can management do if turn- 
over is too low in certain departments 
or divisions? Paul Pigors, professor 
of industrial management at MIT, 
suggests three possible solutions: 

1. Transfers within the organiza- 
tion. 

2. Selective early retirement. 

3. Finding good jobs in other 
firms for able employees who have 
reached a blind alley in the company 
but who clearly have not attained 
their own highest potential. * 


Is Your Scrap Loss Too High? 


IS YOUR COMPANY generating more scrap than other companies in your 
industry? Some yardsticks on scrap loss ratios are provided by the Com- 
merce Department’s Business and Defense Services Administration, which 
has just completed a study showing the percentages of iron and steel, 
copper-base, and aluminum scrap generated by various industries in 
relation to total metal use. 

The study—which was based on 1954 production figures—came up 
with these findings: 

1. The average scrap generation ratios for all manufacturing industries 
surveyed were: 19.4 per cent for iron and steel, 20.3 per cent for copper- 
base products, and 18.4 per cent for aluminum products. 

2. Manufacturers of fabricated structural metal products had the 
lowest iron and steel scrap ratio (5.6 per cent), with partition and 
fixture makers next at 11.5 per cent and producers of tin cans and 
other tinware third lowest at 11.6 per cent. 

3. The highest iron and steel scrap ratios were found in three in- 
dustries: metal stamping, coating, and engraving (30.8 per cent); motor 
vehicles and equipment (30.3 per cent); and aircraft and parts (30.1 
per cent). 

4. The motor vehicles and parts industry accounted for 38.5 per cent 
of total iron and steel prompt industrial scrap generated, and the air- 
craft industry was responsible for about 26 per cent of prompt industrial 
aluminum scrap. 

—The Iron Age 11/28/57 
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How to Master 
the Banquet 


By Seymour Freedgood 
Condensed from Fortune 


—_ A MENACE,” a top New 
York financier said recently. “We’re 
being pressured to go to more and 
more of these award dinners, and at 
more and more of them someone gets 
up and makes a long speech about 
what a marvelous guy Jones is and 
how everyone is proud of him and 
then Jones gets up and says how 
he'll never forget this evening as long 
as he lives and then at ten-thirty— 
if all goes well—everyone runs like 
hell to get out of there. They're a 
damned nuisance, an _ inexcusable 
waste of executive manpower, and 
boring beyond words.” 

“Mind you,” he added, “I belong 
to a couple of committees myself, 
naturally, and every once in a while 
I’m called on to organize one of these 
wretched things. I usually give in. 
It makes good business sense.” 

Thus protesting, executives are 
flocking to the table. In New York 
City, where most big national charity 
drives and major promotion cam- 
paigns have their origin, and where 


the presence of a new clutch of im- 
portant national and foreign digni- 
taries is a commonplace weekly 
occurrence, the banquet in all its 
protean forms has tripled in number 
in the past decade. At the Waldorf- 
Astoria, temple of the art, U.S. man- 
agement last year gave over 2,000 
banquets, many of them pegged to 
some award or other, and invested 
between three and four million ex- 
ecutive man-hours around or near 
the banquet table. At similar affairs 
in the citys 15 other large com- 
mercial hotels, businessmen put in 
another 5,500,000 for a total of 
some nine million hours. 

In Los Angeles, where survivors 
say the “business dinners” have in- 
creased by as much as 50 per cent 
in five years, many working execu- 
tives find themselves required to 
attend—with varying degrees of en- 
thusiasm—as many as eight or ten, 
and no less than four, in an average 
month, and the pressure for more 
appearances is mounting. (The medi- 


Fortune (March, 1958), © 1958 by Time, Inc. 
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cal director of Pacific Telephone & 
Telegraph became so concerned that 
as a health precaution he has urged 
executives to begin each week by 
blocking out two nights to be at 
home with their families.) Elsewhere 
the problem is the same. The protest 
is mounting; so are the dinners. 

The artful banqueteer often thinks 
of himself as a man on a circus 
tightrope: his reputation (not to 
speak of his health) depends on his 
ability to keep a proper balance be- 
tween his banquet giving and his 
banquet going. 

In one big company, the vice presi- 
dent for public relations employs 
three girls who do nothing but the 
paper work on dinner and luncheon 
attendances. Some invitations go 
back with an automatic “Sorry, Presi- 
dent Jones and his executives are 
too busy’—among them, scatter-gun 
“Dear sir” notices that the Cement 
Block Repair Association is “holding 
an event,” all entreaties to attend 
testimonial and award dinners with 
unusually blatant promotional over- 
tones, and most invitations from 
political organizations. Then, says 
its V.P., “there are all these charity 
things that the hotelmen, among 
others, are always trying to push on 
us at $1,000 a table.” His girls go 
through these carefully, returning 
those from organizations receiving 
money from the United Fund, to 
which the firm already contributes. 
The rest they check against their 
files for any record of past participa- 
tion, and if it’s a new organization 
they make a thorough investigation. 
In the case of an accepted charity, 
follow past procedure—i.e., they 
send a check for the accustomed 
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table or plates, and memo the invita- 
tions to the V.P. 

Once the “must” invitations have 
been accepted, the P.R. man will 
begin lining up the bodies. In one 
big outfit, the V.P. for P.R. has per- 
suaded the president to make it com- 
pany policy that each executive must 
attend the affairs put on by the lead- 
ing groups in his particular field. 
Each executive is polled annually on 
his extracurricular interests, such as 
mideastern affairs or economic theory. 
This is a big help in observing 
another rule of the banqueting 
game—never send the same working 
executive into play all the time. 

In many firms, the V.P. then gets 
up a briefing memo for each man 
he puts the finger on: time, place, 
speaker and topic, guest list, and 
brief biographies of any outsiders at 
the company’s table and of the people 
on the dais. If one of the firm’s 
executives is tabbed for the head 
table, he is told who will flank him, 
gets a sketch on each. 

“Head tabling,” says one V.P., “is 
a skill in itself. Every once in a 
while, by throwing our weight around, 
we can rearrange the dais seating 
order and put our man next to some 
guy he’s been trying to do business 
with. One night we knocked over 
three big deals that way.” 

In his average three-nights-a-week 
stint on the dinner circuit, the cor- 
porate banqueteer is happiest and 
often most effective on those nights 
when he is mobile. On a typical 
evening, for example, one adept at 
the trade may take off from the office 
with another V.P. and a sales man- 
ager on a split-minute schedule re- 
quiring his presence at two receptions 
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at the same hotel and at a dinner 
across town. 

This kind of campaigning requires 
exquisite planning, the self-control 
of a sadhu, and the skills of a pro- 
fessional escape artist. The plan of 
the night’s campaign, naturally, must 
be well laid out in advance. First, 
the banqueteer will check directly 
with the maitre d’hotel to find out 
exactly what time the serving will 
start. If there are to be a number of 
speeches, he will ask for a timetable 
and plan to leave after the impor- 
tant one. He will never walk out on 
a speech, of course, but if there is 
to be entertainment later, he will 
make elaborate plans for his get- 
away. In all cases, when he plans to 
leave early, the rule is always to give 
a clear-cut excuse: he’s got to catch 
a train (“Say which one”); he has 
to go to another dinner (“Name it, 
whether you go or not”). 

On the nights when he is mobile, 
moreover, the astute banqueteer is 
particularly careful about his diet. 
The secret of success at this game, 
says one of them, “lies in not eating 
or drinking too much—with the ac- 
cent on not drinking.” Some, pre- 
sumably recalling the cumulative 
hangover that can hit a man after 


Fat Chance 


drinking three nights in a row, touch 
no hard liquor at all. 

Then comes the exit itself, and 
this too requires forethought. The 
main rule here, say the experts, is 
never to check your hat and coat, 
thus avoiding the crowd at the cloak- 
room. There are two schools of 
thought about how to manage this 
properly. One is to leave such im- 
pediments in the rented car. Another 
is to check them with the attendant 
at the small meeting taking place 
down the hall. 

How much of the time, energy, 
and plotting that executives put into 
public banquets is justified? The 
experts disagree. Says one V.P., 
“Ninety-nine per cent of these din- 
ners don’t contribute a damned 
thing.” This judgment, certainly, is 
immoderate: a more reasonable figure 
might be 70 per cent. 

Yet most executives would bridle 
at the thought of a moratorium. “We 
are so deathly in need of communica- 
tion,” says Raymond Stevens, presi- 
dent of Arthur D. Little, Inc., who 
attends about 120 business dinners a 
year, “I would fight tooth and nail to 
continue dinners.” 

“But why,” he adds, “do they have 
to be so miserable?” @ 


IF NOT CHANGED over the years, eating habits established by the average 
man before he is 25 will add dangerous pounds to his weight by the time 
he is 60, warns Dr. Herbert Pollack of the National Research Council. 
Basing his estimate on an intake of 2800 calories a day, he suggests 
that every American reduce his total daily caloric intake 10 per cent 
each decade after reaching 25. 


—Forbes 1/15/58 
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How does the sales 
manager look through 
the eyes of his men? 


What the 
Salesman Wants 


from His Boss 


From a Dartnell Survey 


ar THE SALES EXECUTIVE 
doesn’t know about the attitudes of 
his salesmen toward their jobs can 
definitely hurt. Sales managers can 
motivate their salesmen more effec- 
tively and make better selections of 
new salesmen when they know how 
the men on their sales force feel 
about such things as company poli- 
cies, working conditions, supervisory 
relations, future opportunity, com- 


pensation, and personal job satisfac- 
tion. 

Recently, a comprehensive survey 
put the spotlight on salesmen’s atti- 
tudes and came up with some in- 
teresting and significant data. Con- 
ducted by Dr. H. E. Krugman of 
Richardson, Bellows, Henry & Com- 
pany, in cooperation with the Dart- 
nell Corporation, the survey covered 
more than 2,000 salesmen from 
over 60 companies, including manu- 
facturers, suppliers of raw materials, 
and wholesalers engaged in the large- 
scale distribution of goods and serv- 
ices. 

Perhaps the most important find- 
ing of the survey was that a great 
many salesmen wish their supervisors 
would devote more time to showing 
them how to do a better job of sell- 
ing. Although the respondents were 
pretty much agreed that their super- 
visors were alert, intelligent, and 
competent, 36 per cent complained 
that their bosses didn’t guide them 
sufficiently and 47 per cent felt they 
didn’t have enough contact with 
their bosses. In this same vein, 33 
per cent of the salesmen were dis- 
satisfied with the frequency and 
quality of performance evaluation in 
their companies. 

Although most of the salesmen 
queried were optimistic about their 
future opportunities with their com- 
pany, 33 per cent criticized their 
company’s advancement system on 
the grounds that it did not permit 
the best men to rise to the top. This 
would seem to indicate that better 
methods of selecting men for promo- 
tion are needed. 

When it comes to compensation, 
most salesmen are apparently fairly 


From a survey © 1958 by The Dartneli Corporation. 
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well satisfied with their incomes and 
job security. However, 24 per cent 
of the respondents felt that their 
company’s retirement plan was in- 
adequate. And 31 per cent claimed 
that their earnings were smaller than 
they should be in comparison with 
those of other salesmen in their 
company. Thus, salesmen seem to 
be disturbed more by internal in- 
equities than by questions of abso- 
lute income. 

As far as most salesmen are con- 
cerned, the general operating effi- 
ciency of their company is high. But 
there is one source of serious com- 
plaint in this area: Almost. half of 
the salesmen surveyed maintained 
that when they set delivery dates 
they could never be sure that the 
company would make the shipments 
on time. 

In the area of working conditions, 
there seem to be two definite sore 
spots. A substantial 40 per cent of 
the salesmen complained that too 
much of their time is taken up by 
small details which should be han- 
dled by others. And resentment over 
having to work evenings and Satur- 
days was expressed by 64 per cent 
of the respondents. 

The subject of sales aids and train- 
ing aroused criticism on a number 
of scores. About a third of the sales- 
men believed that their company’s 
trainiug program could be substan- 
tially improved. The need for more 
or better charts, samples, and dem- 
onstration materials was voiced by 
38 per cent, and 49 per cent felt 
their company should provide them 
with more information on general 
business conditions. Finally, 55 per 
cent asked for help from their super- 
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visors in handling a persistent prob 
lem: keeping their work well or- 
ganized. 

On the whole, salesmen seem sat- 
isfied with their company’s policies, 
Most of them thought the quality of 
their company’s products was good, 
their company was fair about ex- 
pense accounts, and their company’s 
over-all marketing policies were up 
to date. On the other hand, 24 per 
cent believed that unreasonable credit 
policies in their company were cut- 
ting down sales and the same propor- 
tion felt their company’s prices were 
too high to meet the competition. 

Little dissatisfaction was expressed 
in the area of work expectations. A 
resounding 83 per cent of the sales- 
men felt that the sales quotas or 
goals set for them were realistic, and 
only 22 per cent complained that 
they were expected to do more than 
a reasonable day’s work. About one 
fourth did object that in their com 
pany too much emphasis was placed 
on volume of sales and not enough 
on service to customers. 

Because of the persistent recruit- 
ment and turnover problem in sales 
work, the survey included a special 
analysis to determine the differences 
in attitudes between those who said 
they had seriously considered quit 
ting the field (37 per cent) and 
those who said they had not (63 
per cent). The findings were that 
those salesman who had seriously 
considered quitting showed less far 
orable attitudes on the following 
items: how well people get along 
with each other in their company, 
the extent to which their job makes 
full use of their abilities, and super 
visory relations. @ 
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TOMORROW'S PRODUCTS: 
What Will They Be Like? 


By Henry Dreyfuss 


W: are rapidly entering an age 
of galloping obsolescence. All in- 
dustries may soon find, as the aircraft 
industry does now, that a product is 
barely off the drawing board before 
it's outdated. Companies that lack 
the vision to think of their products 
in terms of a generation ahead are 
likely to wake up one day and find 
that history has passed them by. 

What direction should this think- 
ing take? Let us examine some of 
the influences that will strongly shape 
the development of products of the 
future. 

First, how will the dwindling space 
of our cities affect product trends? 

We're going to have to find ways 
of making more efficient use of our 
living spaces. This applies both to 
the over-all planning of our homes, 
office, and factories and to the design 
of the products inside these living 
and working spaces—appliances, fur- 
niture, machine tools. 

At present, the spaces we live and 
work in tend to be rectangular. But 
we can expect to see more of the 
softer forms in building; they are not 
only in harmony with nature, but 
enable us to make much better use 
of limited space. Today, we're be- 
ginning to have building materials— 
such as reinforced plastic—that allow 
us to create these soft forms. 


We may also have to take a more 
flexible view of the function of a 
building. Why not design a house 
that expands and contracts with our 
space needs? When a baby arrives, 
a family will buy a cubicle that 
buckles onto the side of the existing 
building. Years later, when the room 
is no longer needed, it can be carted 
off to the used-room lot. Think what 
this concept would mean to growing 
businesses that need new plant or 
office facilities! 

What about the objects inside our 
more flexible living spaces? Precious 
space will force us to think about 
ways of miniaturizing our products. 
There has already been a start in this 
direction: the transistor, for example, 
has made pocket-size radios a reality. 
In coming years the consumer may 
regard smallness as a crucial selling 
point. 

As working hours decrease, what 
products must industry create for our 
new leisure? 

There will be a vast need for home 
workshop equipment, do-it-yourself 
kits on a scale still undreamt of, 
home entertainment media that will 
make present TV screens seem little 
and crude. 

Our new leisure will give us more 
time to wander from home. The 
transportation industries will be a 


Condensed from a ‘ ech before the 13th annual conference of the we. tis Plastics Division 
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huge market for new capital equip- 
ment to carry swelling generations of 
world travelers. 

How will products be affected by 
the development of new fuel sources? 

Dramatic experiments are bringing 
us close to the solar age. Miles of the 
Bell Telephone System are now op- 
erated by the sun; stored solar energy 
provides uninterrupted service on the 
blackest, stormiest nights. One day, 
our roofs will contain some reasonably 
simple device that will use the 
energy of the sun to warm us, cool 
us, run our appliances and machine 
tools. Rooftop solar engines will run 
our cars. A solar unit on an arm- 
band might run a portable radio, a 
personal telephone, even a _ pocket 
television set. 

How will the growth of automation 
influence the nature of capital goods? 

Industrial training experts are al- 
ready exploring the problem of up- 
grading present workers’ skills and 
educating future workers to deal with 
more complicated capital equipment. 
However, only a few manufacturers 
of capital equipment are seriously 
considering how to make this in- 
creasingly elaborate equipment easier 
to operate. While people are building 
their skills to deal with more com- 
plex tasks, we're going to have to 
build machines that reach out and 
help our employees do these jobs 
more efficiently and easily. 

What about automation in the 
home? Using the same punch cards 
that her husband uses at his job, a 
woman will literally set up a day's 
housework in advance. She might 
even set up a week’s work and go 
off to Paris for a vacation; her home 
will run smoothly until she returns. 
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She can look forward to small, 
electrostatically controlled devices in 
the ceilings or floors that will collect 
and flush away the accumulated dust. 
For that matter, all appliances will 
be self-flushing: as electric garbage 
disposal units now remove our kitchen 
debris, an orange squeezer will flush 
away the pulp, leaving the appliance 
clean and ready to be used again. 

Is planned obsolescence a realistic 
means of maintaining a dynamic mar- 
ket? 

My answer is no. Planned obso- 
lescence is an unsound principle in 
dollars-and-cents terms. First, planned 
obsolescence inevitably creates dis- 
trustful purchasers. The consumer is 
increasingly tempted to wait for next 
year’s “improved” product. In other 
words, he may not buy at all. 

Second, the manufacturer who 
tries to delude the public with the 
veneer of obsolescence ends up de- 
luding himself. If he can get away 
with putting a new jacket on an old 
product, he figures, why improve the 
product? But a competitor may 
create “genuine obsolescence” by 
developing a fundamental improve- 
ment in his product that will give the 
consumer a really convincing reason 
for trading in the old model. And 
ultimately, it’s the better mousetrap, 
not the flashier one, that brings the 
world to your door. 

In addition to “genuine obso- 
lescence,” there may be other answers 
to the problem of maintaining market 
turnover. One is disposability. Can 
we make really inexpensive house- 
wares and clothes that go into the 
incinerator rather than into the wash- 
ing machine? Can major household 
items like bathtubs and shower stalls 
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be made of an inexpensive reinforced 
plastic that we won't hesitate to dis- 
card when they are worn out or 
outmoded? 

Another alternative to planned 
obsolescence is the technique of 
renting products rather than buying 
them. Why shouldn’t we rent a 
washing machine, then trade it in 
and rent a new one when genuine 
improvements have been made? This 
would give housewives consistent im- 
provement in their appliances, and 
the manufacturer would have a mar- 
ket that keeps renewing itself. 

In what fields can mass-production 
still be a new and revolutionary 
force? 

The great outdoor industries—such 
as agriculture and road-building—all 
offer opportunities to the manufac- 
turer who is willing to do some basic 
rethinking about products and proc- 
esses. We may see the farmer of 
the future moving a few feet above 
the ground in a sort of hovering jeep, 
electronically loosening the dirt, and 
fertilizing and seeding it from the 
air. Closed circuit TV may allow 
him to observe his fields from his 


living room; by zooming the lens 
close to the ground, he may even be 
able to examine the seedlings for 
signs of disease. 

Road-building still hasn’t been con- 
sidered in -mass-production terms. 
Perhaps the answer is a_ single 
enormous unit, as wide as the road 
itself. It will slowly move along, pre- 
paring the earth and laying the road 
like a great, continuous stick of 
chewing gum. 

When does this fantastic world-of- 
the-future become a reality, rather 
than a young consumer's dream? 

This world-of-the-future is taking 
shape right now. At this very moment 
supersonic planes are in the air, 
solar energy is running telephones, 
automatic production lines are in op- 
eration. We don’t have to invent 
these things. We have to take ad- 
vantage of the fact that they're here. 
We have to understand and exploit 
their consequences. We have to be 
alert enough to catch ideas that are 
already in the atmosphere, bring them 
down to earth, and place them within 
the reach of the pocketbooks of 
tomorrow's purchasers. @ 


Big Headaches in Small Packages 


THE GIANT DETROIT AUTOMOTIVE INDUSTRY has a thorn in its side— 
small car sales. So far these sales are only annoying, but if they continue 
their rapid growth they could mean real trouble for Detroit. 

The sales of small foreign cars have risen sharply in the past four 
years, fram 32,000 in 1954 to an estimated 200,000 in 1957. Mean- 
while, sales of domestic cars have dipped from a record 8 million in 1955 
to about 6 million last year. This year sales of foreign cars are expected 
to continue their climb, while -it is doubtful that sales of domestic cars 


will get above the 5 million mark. 
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The Outcome of Income XS 


The primary reason you can’t take it with you, 


According to six out of seven who 
Are suffering pains 
From their capital gains, 


oe ‘ Is the Bureau of Internal Revenue! 


Trading Up Simmers Down 


TRADING up—the demand by customers for higher quality and more 
expensive goods—has gone with the boom. More shoppers are interested 
now in the price of things they buy than at any time in the past decade, a 
recent survey of department stores indicates. Conducted by the Atlas 
Buying Corporation, the survey included stores in 18 states. 

Trading up has been a fixture of the retailing scene since the inflationary 
spiral began shortly after World War II. Now, rising unemployment and 
the general decline in business activity apparently have ended consumer 
indifference to higher prices. 

The survey did not find any significant amount of trading down, but it 
did establish that shoppers were more interested than they have been in 
bargain and sale merchandise. They are demanding the quality they have 
become used to, but at the same or lower prices. 

—John S. Tompkins in The New York Times 2/23/58 


70 THE MANAGEMENT REVIEW 


w 
to 
= with 
pora 
D 
LBRAITH * 
stock! 
jectin 
lic r 
concl 
risks. 
| Ne 
Russi: 
newec 
educa 
thems 
ships 
panies 
gift-gin 
examp 
Science 
grams 
1957, 
an est 
nation’ 
Th 
APRIL, 


DOLLARS FOR DIPLOMAS 
How Companies cAre cAiding Education. 


By Jerrold L. Schecter 
Condensed from The Wall Street Journal 


Irs EASIER to make money than 
to give it away.” 

Nowadays, this is a common cry 
among business executives grappling 
with a relatively new problem: cor- 
porate support for higher education. 

Deluged with appeals for funds 
from colleges and universities, many 
corporations say their aid to educa- 
tion programs are made more diffi- 
cult by some very practical considera- 
tions: fear of being outshined by a 
competitor's program; concern over 
stockholder reactions; worry that re- 
jecting bids for aid may be bad pub- 
lic relations. Philanthropy, they've 
concluded, bears its own special 
risks. 

Nonetheless, in the months since 
Russia’s scientific gains first achieved 
wide publicity there has been a re- 
newed spurt of corporate gifts to 
education. And instead of confining 
themselves to the traditional scholar- 
ships and aid programs, many com- 
panies are pioneering some unusual 
gift-giving schemes. Two noteworthy 
examples are refresher courses for 
science teachers and accelerated pro- 
grams for “gifted children.” During 
1957, U. S. companies contributed 
an estimated $150 million to the 
nation’s 1,800° colleges and univer- 


sities. That's about 5 per cent of 
the colleges’ total operating costs of 
$3 billion. This year, corporate sup- 
port for higher education is expected 
to equal 1957 totals, perhaps even 
show a slight increase. 

The current profit squeeze, of 
course, is hardly spurring corporate 
philanthropy. But many of the 1,500 
company foundations have ample 
reserves for lean years. And some al- 
ready have committed their funds at 
least one or two years ahead. It is 
this inelasticity of corporate giving, 
in fact, which is causing some com- 
panies to think twice before jumping 
in with their own education pro- 
grams. 

But more and more concerns have 
been jumping in. Last year nearly 30 
per cent of the $520 million dis- 
pensed by corporations for philan- 
thropic purposes went to education. 
In 1952 only 20 per cent of all gifts 
went into this area. However, there’s 
been much uncertainty about the 
best means of channeling funds for 
education. 

Complains the president of a major 
paper company: “We’ve got plants all 
over the country, and coming up with 
a scheme to satisfy all of them isn’t 
easy.” 


The Wall Street Journal (February 19, 1958), © 1958 by Dow Jones & Company, Inc. 
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Many companies hold the firm 
view that corporate gifts should be 
given: limited publicity to avoid stir- 
ring up protests from stockholders 
and increasing requests for funds. 
Nor will many talk about the size of 
their gifts in relation to profits before 
taxes, although for most education 
programs the figure is less than 1 
per cent. 

A number of companies, however, 
have no such qualms. Says Lester 
Waterbury, vice president of Gen- 
eral Foods Corp.: “We spend a lot 
of time on our educational program, 
and feel no uneasiness in saying no 
to a request that doesn’t measure up 
to our standards.” 

Similarly, some companies have 
discovered that anticipated  stock- 
holder opposition is more imagined 
than real. “We've found to our sur- 
prise that stockholders expect man- 
agement to come up with a better aid 
program than any offered by our 
competitors,” says another official of 
General Foods. “Besides,” he adds, 
“the Russian challenge provides an 
answer to stockholder opposition if 
any should arise.” 

As more companies acquire self- 
confidence in educational giving, they 
continue to re-examine their philan- 
thropic techniques. “It’s not enough 
simply to dole out ‘relief’ to colleges 
or to submit to the most powerful 
pressures of the moment,” warned 
Ralph J. Cordiner, president of Gen- 
eral Electric Co., in a recent speech. 

Hence a growing number of busi- 
ness officials are sending executives 
out to campuses to gather ideas for 
new aid programs. After conferring 
with college officials at several in- 
stitutions, they're able to come up 


72 


with some first-hand recommenda- 
tions. 

At Union Carbide, for example, 
40 top-level management men visit a 
minimum of one college apiece every 
year. Most companies, however, wait 
in their offices for fund requests be- 
fore coming up with a grant to edu 
cation. Many turn for advice to the 
Council for Financial Aid to Educa- 
tion, a nonprofit membership cor 
poration. Formed in 1952 by business 
leaders and supported by several 
foundations, the Council aids in the 
formulation of programs for support 
of higher education. 

A growing number of educational 
aid programs include “seed money’ 
or “adventure” gifts. Examples are 
Corning Glass Co.’s efforts to nurture 
gifted children and International Pe 
per Co.’s program to raise high school 
standards in towns where the com- 
pany operates mills. 

“I suppose you might say seed 
money is any gift that spreads the 
base of support for and improves the 
quality of education,” explains the 
director of a large company founds 
tion. Such “adventure” gifts are usu 
ally of an experimental nature. 

From his experience as head of 
the President's Committee on Higher 
Education, Devereux C. Josephs, 
chairman of New York Life Insur 
ance Co., says there’s a growing 
realization among corporate 
makers that “universities do some 
thing more than teach students.” 

“The research that universities com 
tribute, their library systems, the 
preservation of knowledge itself—this 
all means something to the busines* 
man,” asserts Mr. Josephs. 

He points to a number of company 
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da- programs which are taking this fledgling executive that they hire. 
broader view of giving. Examples are Another device that has grown in 
ple, Procter & Gamble’s $200,000 an- popularity is the corporate alumnus 
it a nual unrestricted gift to ten top matching program, begun by Gen- 
very universities, Equitable Life Assurance eral Electric in 1955 and now used 
wait Society's $125,000 annual grant for by an estimated 40 firms. Under this 
be- improving faculty salaries, and U.S. scheme, companies match employee 
du- Steel's $100,000 gift to Princeton to _— gifts to their alma maters. 
the provide special postgraduate work in There is an appropriate means of 
uCa- the humanities for practicing profes- giving for every company, educators 
cor- sors. insist. Among major corporations with 
ness Increased corporate concern with a wide geographic spread, the state 
eral higher education also has led to the college association movement has 
the growing use of the repayment prin- found favor. Last year some 15,000 
port ciple, under which companies reim- corporate contributors shelled out 
burse colleges for graduates they've $7.5 million to more than 450 small 
onal hired. Bethlehem Steel, for example, private liberal arts colleges in 39 
ney” last year contributed $408,000 to states through this method. The 
are 33 privately supported educational state groups, made up of college 
ture institutions from which it had re- presidents who solicit funds, distri- 
Pa cruited management training pro- bute the first 60 per cent of their 
hool gram candidates. The company pro- take equally among the members, the 
om- vides a gift of $3,000 for each rest on the basis of enrollment. 
seed 
the 
the 
the 
nda- This Won’t Hurt a Bit 
ust UNITED NATIONS EMPLOYEES have become the first large group in the 
world to subscribe .to a voluntary, community-wide group dental insur- 
| of ance plan. Cost of the coverage will be shared by the United Nations and 
gher its 3,500 employees. 
phs, Coverage is being provided by Group Health Dental Insurance, Inc., 
sur: a pioneer nonprofit dental insurance plan. Although the plan provides 
ving immediate benefits toward coverage of existing dental defects, its major 
iow emphasis is on preserving dental health through regular preventive care. 
-— Thus, it provides for periodic check-ups, cleanings, and scalings, as well 
; as for dental repair work. Any dentist may be used by the employee. 
According to United Nations Secretary-General Dag Hammarskjold, 
oF the costs of dental treatment, while less acute and unpredictable than 
the medical costs, are often a severe financial drain on the individual. He 
-this cited a survey made in 1955 that revealed that 20 per cent of UN staff 
ness- members replying to a questionnaire had dental costs ranging from $100 
to $200, another 14.5 per cent had costs from $200 to $500, and 
pany about 2.5 per cent had costs from $500 to $1,000 and upward. 
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The Growing Audience for 


By Carl Spielvogel 
Condensed from The New York Times 


Mone AND MORE COMPANIES are 
discovering the effectiveness of mo- 
tion pictures as a public reiations 
tool. It is estimated that over 3,500 
companies and trade associations 
are sponsoring one or more 16 mm 
movies as part of their institutional 
advertising programs. With a strong 
assist from television, these company 
films are being seen by an estimated 
20,000,000 persons a week. 

Several factors have encouraged 
leading corporations to include films 
in their advertising efforts: 

1. More than 500,000 16 mm 
sound motion-picture projectors are 
in use in the nation. 

2. Television stations, offering 
large audiences, make frequent use 
of company films that are well made 
and not overly commercial. 

3. The widespread use of films 
in the armed forces during World 
War II for training and other pur- 
poses sold many companies on the 
effectiveness of this medium. 

In former years, the company 
sponsoring an informational film gen- 


erally had to furnish a projector and 
the services of an operator. This 
brought the cost of showing a film 
before a group to between $17.50 
and $25. With most groups now 
having their own projectors and op- 
erators, sponsors of business films 
usually can obtain and service a 
booking for around $3. 

Television’s widespread use of 
company films has opened up a new 
area of distribution. A striking ex- 
ample is a film sponsored by the 
Kimberly-Clark Corp., titled How to 
Catch a Cold. In distribution for 
seven years, it has been shown on 
projectors more than 233,000 times 
and on television 1,416 times. 

In recent weeks television news- 
casts have used portions of a film 
sponsored by the International Busi- 
ness Machines Corp., showing the 
launching and tracking of an earth 
satellite. The only commercial mes 
sage is a view of an I.B.M. elec 
tronic computer. 

It is estimated that companies 
spent more than $133,000,000 last 


The New York Times (February 9, 1958), © 1958 by the New York Times Co. 
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year for film activities in advertising 
and promotion. Trade sources in- 
sist that this figure is very conserva- 
tive. One automobile maker was said 
to have spent close to $6,000,000 
in one year for motion pictures and 
audio-visual aids. 

Four out of five company films 
are shot in color and the average 
running time is about 25 minutes, 
according to a recent study by the 
Association of National Advertisers. 
Production costs of the films sur- 
veyed ranged from $1,732 to $426,- 
000, with the median about $25,800. 

Most companies’ films are on a 
variety of subjects, although each 
ties in with the sponsor’s product. 
For example, the Firestone Tire and 
Rubber Co. has 15 films in distribu- 
tion, ranging in subject-matter from 
the building of a tire to an auto race 
in Italy. The Metropolitan Life In- 
surance Co. has been putting out 
films on health for 41 years. 

Among the principal audiences 
for such films are educational in- 
stitutions, clubs, business groups, 


employees, religious groups, dealers, 
distributors, and stockholders. 

Distributing concerns play an im- 
portant role in the development of 
sponsored movies. Some sponsors 
have their own film libraries and 
handle their own distributions, but 
practically all depend also on special 
organizations with extensive channels 
of distribution. 

In a study called The Dollars and 
Sense of Business Films, the Associa- 
tion of National Advertisers com- 
mented that a five-year life-span was 
not unusual for a film, adding that: 

“If a sponsor wishes to get maxi- 
mum circulation for his film, and is 
willing to produce a picture suited 
to the largest possible audience, he 
can achieve circulation at a cost of 
only a few mills per viewer.” 

This was borne out by the ex- 
perience of the Corning Glass Works, 
which put out a film called Glass and 
You. Since the film has gone into 
distribution, the company has noticed 
a definite increase in the number of 
visitors to its Corning, N. Y., plant. @ 


—The Wall Street Journal 
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Current Practices in Major Medical Plans / 


IN THE BRIEF EIGHT YEARS since the introduction of the first major 

medical insurance plan, this type of protection has spread until it now 

covers an estimated 13 million employees. To get a picture of what the 

typical major medical program provides, Industrial Relations Counselors, xX 
Inc., recently analyzed 94 representative plans. Twelve of these were 
supplementary to basic hospital-surgical-medical plans, while the remain- 
ing 82 were comprehensive plans that wrapped up protection against 
both ordinary and extraordinary costs in a single package. Here are some 
of the highlights of the study: 

Coverage ordinarily extends to all employees and their dependents. 
Ten firms continue coverage for retired employees. 

Costs are shared in varying proportions at 41 companies. Full cost is 
paid by employees at 28 firms, by the employer at 13. (Twelve com- 
panies did not report on this aspect of their plans.) 

Deductible amounts vary considerably. Only one supplementary pro- 
gram uses basic plan benefits as the sole deductible. Deductibles in 
addition to basic benefits are called for under 54 plans; under 26, the M 
deductible is basic benefits or a specified amount, whichever is greater. I 


Under virtually all plans, the deductible applies to each individual in lost t 
a family. Under 72 it applies to each unrelated disability, but under emplo 
nearly a third of these it reapplies after a specified period even for the Most 
same disability. Under 21 plans the deductible applies once a year to sveidi 
all illnesses of an individual; under one plan, to all illnesses of a had b 
family during the year. ine 

The maximum benefit—usually $5,000, $10,000, or $15,000— officia 


applies to each disability under 45 plans. Under an almost equal number 


it covers a lifetime. Seven plans tie the maximum to a calendar or compl 
benefit year. A little over half of the plans permit reinstatement of the As 
maximum, generally after substantial benefits have been paid and the cerned 
individual supplies evidence of insurability. health 
The most common coinsurance factor—that is, the amount of covered dation 
expenses that must be paid for by the employee—is 25 per cent. Care 
Comprehensive plans seem to be gaining somewhat in popularity, publish 
judging from the survey, although companies have found that when a provins 
basic plan has been in effect, winning employee acceptance of a com- cost of 
prehensive plan often involves a lot of “reeducation.” Her 
Dropping application of the deductible to certain expenses, such as mendat 
hospital and surgical costs, may be the coming trend, the study suggests. LC 
Employees don’t incur such expenses lightly, and indications are that me 
eliminating the deductible would not lead to abuses. bie. Al 
—Labor Policy and Practice (The Bureau of National Affairs, = de 
Inc., Washington 7, D.C.) 11/28/57 size of 
group 
insuran 
POWER always establishes itself through service and perishes through I7.1¢ ¢ 
abuse. over a 
—Duruy k 
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WELFARE FUND COSTS 


Condensed from Management Methods 


= OF DOLLARS have been 
lost through the careless handling of 
employee health and welfare funds. 
Most of these losses could have been 
avoided if sound cost-cutting practices 
had been followed, but the men who 
run the funds—company and union 
officials—are seldom experts in this 
complex, specialized field. 

As a guide to those who are con- 
cerned with the administration of 
health and welfare funds, the Foun- 
dation on Employee Health, Medical 
Care and Welfare, Inc., recently 
published a 48-page booklet on im- 
proving the value and reducing the 
cost of such programs. 

Here are some of the chief recom- 
mendations of the booklet: 

1. Cover as large a group as possi- 
bie. An insurance company’s reten- 
tion decreases percentage-wise as the 
sie of the group increases. For a 
group of 200 persons, the average 
insurance company might retain 
17.1¢ out of every premium dollar 
over a ten-year period. For a group 


of 1,000, it would retain 9.1¢ out 
of every premium dollar, and for a 
group of 10,000 the figure would be 
5.5¢. 

Whenever possible, therefore, spon- 
sors of health and welfare programs 
should combine smaller groups into 
one large group. To accomplish this, 
a number of local unions can com- 
bine to join one area-wide or state- 
wide program. 

2. Keep commission payments to 
a minimum. Here is an example of 
how proper instructions to the in- 
surance company can reduce com- 
missions and consequently reduce the 
net cost of insurance. Assume that 
a health and welfare fund purchases 
three different types of benefits from 
an insurance company for the eligible 
employees—life insurance, weekly 
accident and sickness benefits, and 
accidental death and dismember- 
ment benefits. Assume further that 
the annual premiums are $150,000 
for the life insurance, $150,000 
for the weekly accident and sickness 
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benefits, and $25,000 for the ac- 
cidental death and dismemberment 
insurance. 

Unless the insurance company re- 
ceives instructions to the contrary, it 
may set the commission rates for 
each of the three policies as an in- 
dividual entity. Under this system, 
total commissions would amount to 
$18,500 for the first year, and 
$4,160 for the renewal years. 

On the other hand, if the insur- 
ance company is instructed to com- 
bine the three policies into one for 
the calculation of commissions, the 
first-year commissions would be 
$11,875 and the renewal commis- 
sions would be $3,595. Thus, a sub- 
stantial saving would be achieved. 

In instances where the minimum 
commission is not adequate to pay 
for the consulting and actuarial serv- 
ices required, the fund may pay a 
direct fee to a consultant for these 
services. The fund is better off with 
this type of arrangement because it 
is keeping commissions at a mini- 
mum. Occasionally, a health and 
welfare consultant may claim that 
by negotiating directly with the in- 
surance company, he eliminates com- 
missions or cuts them below the 
minimum. Actually, this is impossible 
in states where the law requires com- 
missions to be charged. In such states 
the fund may actually be paying 
twice—once in the form of a direct 
fee to the consultant, and a second 
time in the form of an _ indirect 
charge for commissions in the in- 
surance company’s retention. 

3. Eliminate unnecessary fees. 
Under normal circumstances, the in- 
surance company should not pay any 
fees in addition to commissions. Such 
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supplemental! fees are sometimes paid 
by insurance companies to agents o 
brokers for processing benefit claims, 
self-accounting, and other services 
which the insurance company might 
otherwise render directly. If the 
health and welfare fund undertakes 
to perform services that the insurance 
company might otherwise perform, 
the savings gained should not go 
an agent, broker, consultant, @ 
actuary, but to the health and wel 
fare fund in the form of a lower r 
tention. 

4. Consider using a self-accounting 
system for the health and welfare 
fund. Another item included in th 
insurance company’s retention is 
the expense involved in the prepare 
tion and processing of the premium 
statements. In many instances it is 
simpler and less expensive for the 
heaith and welfare fund to prepare 
its own premium statements to the 
insurance company. The health and 
welfare fund should then receive i 
reduction in retention, which wil 
depend on the scope of the beneli 
program, size of group and othe 
factors. 

Benefits claims can either be paid 
by the insurance company from it 
offices, or by the health and welfare 
fund directly with checks drawn on 
the insurance company’s bank. Here, 
too, when a health and welfare fund 
is in a position to undertake th 
clerical work connected with the & 
suance of the benefit checks, th 
result will be a reduction in the i 
surance company’s retention. Usually 
the reduction in the retention & 
ceeds the additional clerical expen® 
to the fund for processing claims. 

5. Don't be hasty in changing 
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surance carriers. An_ established 
health and welfare plan may occa- 
sionally be urged to change in- 
surance carriers. However, a change 
will usually involve substantial ex- 
tra cost, for these reasons: 

1. Insurance carriers have sub- 
stantial expenses in connection with 
the underwriting of the program 
during the first year. These expenses 
are included in the retention. 

2. Extra commissions are usually 
paid when the insurance is switched 


from one insurance company to an- 
other. 

Therefore, health and _ welfare 
plans should not be switched from 
one insurance company to another 
without very compelling reasons. 
Every attempt should be made to 
adjust any differences that may arise 
with the existing insurance carrier. 
Most insurance companies will be 
cooperative, since they are aware of 
the possibility that their contract 
may be canceled. @ 


“You can't quit! You're the only one who knows 
how to shut this thing off.” 


—Today’s Health 
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Winning more 
customers with 


STORE 
DISPLAYS 


Condensed from Modern Packaging 


special displays are 
playing an increasingly important 
role in the fierce battle to catch the 
shopper's attention in today’s self- 
service retail store. Display-supplying 
industries report that packagers are 
spending more than ever before on 
display materials. 

The trend toward special displays 
is growing in the face of predictions 
that self-service selling would crowd 
them out of retail stores. It has be- 
come apparent that no matter how 
effective packages are individually, 
monotonous shelf arrangements need 
the interruption of additional dis- 
plays to create more consumer in- 
terest. Attractive displays, many 
companies feel, can make retail stores 


pleasanter and more _ convenient 
places to shop. 
Today's display techniques em- 


phasize quality rather than quantity. 


Stores are becoming more keenly 
selective as to the materials used. If 
it is to succeed, a display device must 
be carefully planned to fit the re- 
tailer’s needs and aimed with the ac- 
curacy of a rifle shot to do a specific 
selling job. 

The trend to higher quality in 
displays is particularly noticeable in 
the growing demand for display ma- 
terials (1) of better design and art 
treatment, (2) with more full-color 
reproductions, (3) making more fre- 
quent use of light and motion when 
it can be demonstrated that these 
embellishments add to the selling im- 
pact, and (4) using constructions to 
meet the needs of today’s store lay- 
outs and architecture. 

The display man’s language is full 
of colorful new expressions to des- 
cribe these constructions. He talks 
of gondola hoppers, stackers, 
light thieves, shelf talkers, wobblers, 
danglers, mobiles, pylons, and spec- 
taculars. 

The point-of-purchase display pro 
gram has become an integral part of 
the over-all advertising and selling 
program. Long-range planning is im- 
perative as more selling is done 
through large chain organizations 
whose management committees and 
buying offices must approve the dis 
play program as well as the materials 
put up in stores under their mar 
agement. 

There is little space for display 
materials that do not accompany ac 
tual merchandise and practically m 
chance of winning space for slow 
movers. And in introducing a new 
product, packagers must be prepared 
to convince store managements that 
the media-advertising program will 
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create the demand that justifies the 
use of store space for point-of-pur- 
chase promotion. 

In planning modern displays, 
packagers use five basic types of 
construction. Unquestionably, the 
most widely used unit in supermar- 
kets today is the floor stand, made 
either of corrugated board or wire. It 
is ideal for convenient placement at 
gondola ends, for aisle display, or 
for high traffic-count store locations 
such as check-out counters. Jumble 
arrangement of packages in the floor 
stand encourages faster selling, dis- 
play men agree. Random arrangement 
apparently invites pick-up without 
fear of disturbing orderly stacking, 
and is preferred for all types of 
packages which can be handled in 
this manner without damage. 


Perhaps the most impressive type 
of display is the “spectacular.” An 
interesting example is a recent Jell-O 
display. The unit consists of an 11- 
foot-high wire tower filled with 5,000 
packages of Jell-O. Around the base 
at arm-reach level are placed hun- 
dreds of loose packages for shoppers 
to pick up. The tower spectacular is 
plainly visible from all parts of the 
store. 

A construction that has all the 
advantages of the floor stand, with 


the addition of mobility, is the color- 
fully printed wrap-around for the 
supermarket push cart. The decorated 
cart, jumble-packed with packages, 
may be wheeled to a strategic selling 
location anywhere in the store. 

For the drug store, the hardware 
store and other outlets where the 
counter has not yet been entirely 
replaced by self-service shelving, the 
counter unit continues to be the 
most acceptable means of getting 
goods out front before the customer. 

Finally, there is the pegboard rack, 
which can be used extensively to dis- 
play large amounts of merchandise— 
foods, toys, hardware, notions, soft 
goods, housewares—in a _ small 
amount of space. 


Most firms today offer a complete 
reservoir of display materials that may 
be drawn on as needed to meet the 
requirements of every type of outlet, 
whether the retailer wants simple shelf 
talkers or will go all out for huge 
island spectaculars. The all-purpose 
display program is planned as part 
of the over-all advertising activity and 
often begins with the construction of 
major units in miniature, followed 


by finished displays of actual size for 


try-outs in test stores to determine 
effectiveness before adoption of the 
full-scale program. 


THE GOLDEN RULE of retailing, “The customer is always right,” 


may be 


a practical principle, but few retailers believe that it’s true, according 
to a recent survey made by Chicago advertising man Edward H. Weiss. 
Asked to complete the sentence, “Generally, customers are ......... 

28 per cent of the retailers wrote “difficult” or otherwise objectionable, 


14 per cent found them “confused” or “uncertain,” 


cent said “always right.” 
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and only 4 per 


—Newsweek 2/10/58 
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ALSO RECOMMENDED 


BRIEF SUMMARIES 
of other timely articles 


GENERAL 


TENTH ANNUAL REPORT ON AMER- 
ICAN INDUSTRY. Forbes (70 Fifth 
Avenue, New York 11, N.Y.), January 
1, 1958. $1.00. Intended as a guide 
for investors, this special issue rates the 
management abilities of 198 leading 
companies in major U.S. industries. 
Numerical ratings are accompanied by 
discussion of the companies’ problems 
and accomplishments and by charts 
comparing companies’ performance in 
terms of profitability, growth, payout 
and plowback, and debt and interest. 


WHAT IS ADVERTISING GOOD FOR? 
By Martin Mayer. Harper's Magazine 
(49 East 33 Street, New York 16, 
N.Y.), February, 1958. 60 cents. In 
our current economy, where personal 
selling is too expensive a way to move 
the necessary volume of goods, adver- 
tising is performing an important func- 
tion, the author says, but neither its 
critics nor its defenders have given us 
a very good idea of the role it actually 
plays in our society. In this article, he 
suggests a realistic theory of advertising 
based on the premise that successful 
advertising always adds a new value to 
the product—even if that value exists 
only in the mind of the consumer. 


WATCH YOUR EXPENSE ACCOUNTS. 
By Henry Cassorte Smith. Harvard 
Business Review (Soldiers Field, Boston 
63, Mass.), January-February, 1958. 
$2.00. In addition to the loss of reve- 
nue to the government—a loss that 
places an additional burden on the 
honest taxpayer—abuses of expense ac- 


counts have important moral implica- 
tions for the businessman, the author 
says. Outlining some of the unethical 
practices that executives, professional 
men, and_ self-employed businessmen 
sometimes resort to, the author points 
out that management's responsibility to 
correct these abuses is not entirely al 
truistic. He offers advice on record 
keeping and payment of expense items, 
not only to help the businessman keep 
on the right side of the tax collector, 
but to preserve his own self-respect as 
well. 


THE NEW-STYLE ALASKA FRONTIER 
Business Week (330 West 42 Street, 
New York 36, N.Y.), February 1, 1958. 
50 cents. A territory twice the size of 
Texas that may soon become our 49th 
state is given a close look in this article. 
Alaska has come a long way from the 
days when it was a frozen waste with 
an economy entirely dependent on sab 
mon and gold, notes the author, point 
ing out among other things thal 
Anchorage has the fifth busiest airport 
in the world, that an oil boom may kt 
imminent, agriculture is flourishing, and 
a tax bait is luring large processing @® 
dustries to Alaska to build new plants 


1958 DIRECTORY ISSUE: MANAGE 
MENT CONSULTANTS AND BUSINES 
SERVICES. American Business (4660 
Ravenswood Avenue, Chicago 40, IL), 
February, 1958. 35 cents. A compaij 
seeking the services of a managemetl 
consultant well-equipped to handle & 
special needs is embarking on a com 
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plex task, since there are an estimated 
13,000 consulting firms to choose from. 
This guide attempts to simplify the 
problem by presenting (1) a directory 
of reliable management consultants and 
other business services, listed by their 
specialty, and (2) an article with some 
tips for executives on selecting a suit- 
able consultant. 


A COMPLETE GUIDE TO HOLDING AN 
OPEN HOUSE. By Russell R. Jalbert. 
Industrial Marketing (200 East Illinois 
Street, Chicago 11, IIl.), February, 
1958. 50 cents. Too many open houses 
fail to pay off in public relations bene- 
fits because their objectives are not 
chosen carefully enough, the author 
warns, pointing out that to be fully 
effective an open house should be built 
around a unified theme. In this guide 
he deals with these problems and with 
the many other ingredients that go into 
the planning of a successful open 
house, including guest lists, invitations, 
safety, trial runs, transportation for 
guests, tours, booklets, and the showing 
of company films. 


A GUIDE TO BUSINESS FILMS. Adver- 
tising Requirements (200 East Illinois 
Street, Chicago 11, Ill.), March, 1958. 


Reprints 25 cents. Pointing out that 
U.S. companies are turning more and 
more to the use of motion pictures for 
sales training, job training, stockholder 
reports, public relations, and a host of 
other tasks, this article offers a com- 
prehensive guide to the company that 
wants to produce a successful business 
film. It covers the practical problems 
of planning, production, and distribu- 
tion, discussing such aspects as psy- 
chological factors, technical details, 
costs, publicity, and circulation. 


HOW YOU CAN IMPROVE YOUR LO- 
CAL SCHOOLS. Management Methods 
(22 West Putnam Avenue, Greenwich, 
Conn.), January, 1958. 75 cents. 
Business cooperation with local schools, 
the author maintains, can pay off by 
helping to develop new methods and 
ideas, to provide badly needed indus- 
trial personnel, and to give students an 
understanding of the operations of 
modern business. He suggests such ap- 
proaches as hiring school personnel for 
special research projects and preparing 
special exhibits for schools, describes 
the operations of some _ established 
school aid programs, and offers some 
practical hints to companies interested 
in launching a program of their own. 


INDUSTRIAL RELATIONS 


ARE LABOR UNIONS MONOPOLIES? 
By Charles E. Lindblom. Challenge 
(475 Fifth Avenue, New York 17, 
N.Y.), February, 1958. 20 cents. Al- 
though labor unions and _ business 
monopolies have some obvious similari- 
ties, says the author, there are certain 
significant differences that make it im- 
possible to forbid union monopolies the 
way business monopolies are forbidden. 
Discussing various ways of reconciling 
collective bargaining with the kind of 
Wage rates and price levels needed for 
economic stability, he concludes that 
the answer is not antitrust legislation 
to restrict unions but rather an attempt 
to encourage unions to use their power 
more responsibly. 
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HOW TO PLAN YOUR MEDICAL DE- 
PARTMENT. By Jermyn S. McCahan. 
Mill & Factory (205 East 42 Street, 
New York 17, N.Y.), February, 1958. 
60 cents. Many small and medium-size 
companies have set up elaborate medi- 
cal departments patterned after those 
of much larger corporations, only to 
find that the initial investment and the 
upkeep of the department are greater 
than the savings in insurance, proper 
worker placement, and smoother pro- 
duction, says the author. Maintaining 
that a well-planned medical department 
need not be costly, he offers guidance 
on (1) deciding if a medical depart- 
ment is feasible for a particular com- 
pany, (2) setting the objectives of the 
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department, (3) determining the num- 
ber and nature of personnel needed to 
staff the department, and (4) estimat- 
ing the costs of the department. Some 
typical medical department costs for 
companies of different sizes are in- 
cluded. 


THE OLDER WORKER. Factory Manage- 
ment and Maintenance (330 West 42 
Street, New York 36, N.Y.), March, 
1958. Reprints 50 cents. Factual re- 
sults of a survey on the older worker 
are combined in this article with recom- 
mendations to management, labor 
unions, and older workers themselves 
on how to make the older worker an 
asset rather than a problem to _ in- 
dustry in the next decade. The survey, 
conducted among 163 companies, covers 
such questions as the productivity of 
older workers, their hiring and train- 
ing costs, their adjustment to change, 
and their roles in labor unions, as well 
as preretirement counseling and pension 


programs. 


HOW TO CREATE YOUR OWN SKILLED 
LABOR. Management Methods (22 
West Putnam Avenue, Greenwich, 
Conn.), March, 1958. Reprints 50 
cents. With every indication pointing to 
a steadily shrinking supply of skilled 
workers, more and more farsighted com- 


panies are creating their own supply 
with extensive skill-teaching programs. 
This article describes how four highly 
effective company training programs 
handle such problems as (1) selecting 
suitable trainees, (2) finding competent 
teachers to do the training, (3) plan- 
ning the daily training schedule, (4) 
combining skill training with work in 
classroom theory, and (5) keeping tabs 
on the progress of trainees. 


WHAT’S AHEAD IN LABOR LEGISLA- 
TION? By Horace E. Sheldon. Dun’s 
Review and Modern Industry (99 
Church Street, New York 8, N.Y.), 
March, 1958. 75 cents. Despite the 
widely publicized McClellan Committee 
revelations of union racketeering and 
abuse of power, the chances are almost 
nil for any far-reaching labor legislation 
from Congress this year, the author be- 
lieves, pointing out that (1) Congress 
usually avoids controversial action in an 
election year; (2) the issues are too 
complex for immediate action; (3) leg- 
islators are preoccupied with missiles; 
and (4) Congress fears labor’s power at 
the polls. He predicts that Congress 
will pass a few relatively innocuous 
bills directed at labor unions, examines 
some of the proposals before Congress 
that are not likely to pass, and reviews 
both management and union demands 
for changes in the Taft-Hartley law. 


OFFICE 


OFFICE MANAGEMENT YEARBOOK 
ISSUE. Office Management (212 Fifth 
Avenue, New York 10, N.Y.), March 
15, 1958. $1.00. With the growing 
emphasis on cost reduction that is now 
evident in all quarters, the office is tak- 
ing on an increased importance in most 
companies. This over-all look at the 
year’s developments and problems in 
office management includes articles on 
such subjects as reduction of paperwork 
costs, systems planning, office automa- 
tion, operations research, personnel 
problems and practices, current office 
equipment, and layout and furnishings. 
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A METHOD OF ANALYZING REPORTS. 
By Edmond W. McNamara. The Of- 
fice (232 Madison Avenue, New York 
16, N.Y.), March, 1958. 35 cents. 
Little is ever achieved in paperwork re- 
duction unless direct, pointed attacks 
are made on the major segments of the 
paperwork empire, the author says, and 
one such important area is the aval- 
anche of recurring reports. As a start 
ing point for determining whether such 
reports can be simplified, consolidated 
with others, or eliminated, he suggests 
the distribution of a specia] form to 
enable each department head and su 
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pervisor to evaluate the necessity of the 
recurring reports originating in his sec- 
tion, giving for each report such facts 
as the number of copies distributed, 
the number of man-hours required for 
the preparation of the report, and its 
average annual cost. 


OUR EMPLOYEES HELPED US HALVE 
OUR FORMS LOAD. By John P. Box- 
shus. Office Management (212 Fifth 
Avenue, New York 10, N.Y.), February, 
1958. 45 cents. By graphically show- 


ing employees how they could help in 
the vital task of reducing the number 
of office forms, the State Mutual Life 
Assurance Co. of America was able to 
eliminate 46 per cent of its operating 
forms even though its business was ex- 
panding. This article describes the de- 
velopment, use, and contents of a 20- 
page booklet which explained to em- 
ployees how they could cooperate in: 
(1) preparing for forms analysis, (2) 
eliminating forms, (3) combinirg 
forms, and (4) improving forms. 


PRODUCTION 


INDUSTRY AIRS ITS PRODUCTION 
PROBLEMS. By Melvin Mandell. Dun’s 
Review and Modern Industry (99 
Church Street, New York 8, N.Y.), 
January, 1958. 75 cents. Air-operated 
and vacuum-operated devices are mak- 
ing a comeback, says the author, report- 
ing that with production and shipping 
costs continuing to climb, many indus- 
trial concerns are finding that this type 
of equipment can help ease the cost 
pressure and give a lift to rrofits. Citing 
such advantages as easicr maixtenance 
and lighter weight, he describes how 
air and vacuum are being used to ope- 
rate tools, forming devices, controls, 
conveyors and other materials-handling 
gear, gauging systems, and starters for 
stationary and vehicular engines. 


WHAT YOU SHOULD KNOW ABOUT 
AUTOMATIC CONTROLS. By F. J. Rau. 
Factory Management and Maintenance 
(330 West 42 Street, New York 36, 
N.Y.), January, 1958. $1.00. A run- 
of control fundamentals designed 
to help plant operating executives keep 
up on this fast-growing and increasingly 
complex field. Assuming no previous 
knowledge of automatic control systems, 
the author describes and illustrates the 
basic principles of off-on, proportional, 
ting, derivative, and feedback con- 
trols; analog, digital, and numerical 
control systems; and other types of au- 
tomatic machine controls. 
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FACTS AND FIGURES OF THE METAL- 
WORKING INDUSTRY. Steel (Penton 
Building, Cleveland 13, Ohio), January 
6, 1958. Reprints gratis. This tenth 
annual edition of Metalworking Facts 
and Figures provides a wealth of mate- 
rial useful in analyzing markets and 
checking up on trends in prices, earn- 
ings, labor, and production in the 
world’s biggest industry. The 48-page 
section contains statistics on a variety 
of metals and metal products, including 
iron, steel, nonferrous metals, metal 
cans, steel barrels, mechine tools, mate- 
rials handling equipment, appliances, 
and transportation, and farm equipment. 


HOW TO SET UP A PREVENTIVE MAIN- 
TENANCE PROGRAM. By Frederick D. 
Manning. Mill & Factory (205 East 
42 Street, New York 17, N.Y.), Jan- 
uary, 1958. 60 cents. It may take 
several years to get a preventive main- 
tenance program running smoothly, says 
the author, but the effort will be re- 
warded by reduced maintenance costs 
and increased production time. He out- 
lines a step-by-step procedure for setting 
up such a program, including: (1) 
making permanent records on all equip- 
ment; (2) establishing the organiza- 
tional structure of the program; (3) 
planning the use of maintenance man- 
power; (4) preparing inspection sched- 
ules; and (5) setting up effective con- 
trols on maintenance supplies. 
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A FIGHT FOR ATTENTION: CAN AD- 
VERTISING SPECTACULARS DO THE 
RIGHT JOB? Printers’ Ink (205 East 
42 Street, New York 17, N.Y.), 
February 21, 1958. 25 cents. Adver- 
tising spectaculars—both on television 
and on the printed page—are receiving 
more and more criticism today, and 
many advertisers are abandoning them 
in favor of more economical forms of 
advertising, this article reports. But in 
taking the point of view that spectacu- 
lars can do the job, it stresses the im- 
portance of unifying themes, wholesale 
and retail support, full use of the 
particular medium, and pertinent mer- 
chandising efforts. 


SALES MANAGEMENT IN THE FIELD. 
By Robert T. Davis. Harvard Business 
Review (Soldiers Field, Boston 63, 
Mass.), January-February, 1958. $2.00. 
When the jobs of selling and manage- 
ment are not properly differentiated, 
the author says, sales managers tend to 
be selected for their selling ability 
rather than for any management talent 
they may possess. Basing his observa- 
tions on a detailed study of 54 com- 
panies, he outlines some of the weak- 
nesses of many field sales management 
forces and suggests steps that can be 
taken to improve their performance. 


CUSTOMER RESPONSE TO TRADING 
STAMPS. By T. D. Ellsworth, Dolores 
Benjamin, and Herman Radolf. Journal 
of Retailing (New York University, 
1010 Main’ Building, Washington 
Square, New York 3, N.Y.), Winter, 
1957-1958. $1.00. A decidedly luke- 
warm consumer attitude toward super- 
market trading stamps is revealed by 
this survey of 451 representative cus- 
tomers made recently in New York City. 
Although many customers who receive 
stamps tend to value and save them, 
the survey indicates, relatively few con- 
sider stamps a vital factor in determin- 
ing where they shop, and the majority 
of respondents said they would prefer 
a straight cash discount. 
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MARKETING 


HOW TO GET MORE FROM “CREA. 
TIVE” PEOPLE. By William W. Wexler. 
Management Methods (22 West Put- 
nam Avenue, Greenwich, Conn.), 
February, 1958. 75 cents. Describing 
how his own company (Raytheon Mfg. 
Co., Waltham, Mass.) cut operating 
costs in its advertising department by 
16 per cent, the author stresses that 
putting greater emphasis on manage- 
ment is the first step toward getting 
better results without larger expendi- 
tures in the so-called creative depart- 
ments. The step-by-step reorganization 
job he outlines includes setting the 
objectives, establishing the department 
structure, staffing the established posi- 
tions, developing personnel to their full 
potential, and formulating a sound ap- 
proach to budgets and controls. 


ARE YOU PAYING TOO MUCH FOR 
DISTRIBUTION? By Charles W. Smith. 
Dun’s Review and Modern Industry (99 
Church Street, New York 8, N.Y.), 
January, 1958. 75 cents. Too many 
companies are still trying to “make do” 
with distribution systems that need to 
be completely overhauled or rebuilt, 
asserts the author, pointing out that, 
unlike basic advances in engineering or 
manufacturing, major improvements in 
distribution have been slow to win gen- 
eral acceptance. After citing some spe 
cific examples of how companies have 
cut their distribution costs, he describes 
a plan for companies that want to 
analyze their distribution systems. 


INDUSTRIAL ADVERTISING HAS IM 
PACT. Tide (386 Fourth Avenue, New 
York 16, N.Y.), January 10, 1958. 50 
cents. Many executives are improving 
operations and reducing costs by apply- 
ing information they read in industrial 
advertisements, according to the survey 
of top-management men in 485 com 
panies reported in this article. The 
tables accompanying the article show 
to what extent executives are making 
such improvements through reading i 
dustrial ads. 
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FINANCIAL 


TAX HIGHLIGHTS OF 1957. By J. 
Henry Landman. The Controller (2 
Park Avenue, New York 16, N.Y.), 
January, 1958. 65 cents. The year 
1957 has produced another bumper 
crop of significant federal tax court de- 
cisions that help to explain the intricate 
federal tax laws, and the author under- 
takes to list them in this article. The 
judicial opinions and treasury rulings, 
divided in this report into those involv- 
ing corporations and those pertaining 
to individuals, should be of help in 
achieving accurate tax reporting. 


CURRENT TAX TRENDS IN CORPO- 
RATE CAPITALIZATIONS AND RECAPI- 
TALIZATIONS. By Richard L. Greene 
and John L. Palmer. The Journal of 
Taxation (147 East 50 Street, New 
York 22, N.Y.), February, 1958. 
$1.25. Tax rulings and other recent 
developments have tended to free pub- 
lily held corporations from many of 
the restrictions that inhibit the capital- 
izing and recapitalizing activities of 
closely held corporations, note the au- 
thors in this review of some of the 


more intriguing tax questions raised by 
current methods of financing develop- 
ment and expansion. After discussing 
the impact of recent tax rulings on 
preferred-stock issues, inadvertent re- 
capitalizations, and two-class common 
stock, they examine the increasing use 
of non-voting common stock and stock 
warrants. 


HAS BUSINESS BORROWED TOO 
MUCH? By Harry C. Sauvain. Business 
Horizons (School of Business, Indiana 
University, Bloomington, Ind.), Winter, 
1958. $2.00. Acceleration in the rate 
of debt expansion has caused some ob- 
servers to wonder if business borrowing 
has gone too far, the author says. 
Analyzing the financing of manufactur- 
ing industries since 1954, he is re- 
assured by a number of facts: (1) only 
about three-eighths of the additional 


_ assets acquired by manufacturing com- 


panies were financed by borrowing; (2) 
corporate debt has not expanded ex- 
cessively in relation to the ability to 
meet obligations; and (3) net profit 
has grown faster than long-term debt. 


FOREIGN OPERATIONS 


THE DYNAMICS OF THE TRADE GAP. 
By Edwin P. Reubens. Challenge (475 
Fifth Avenue, New York 17, N. Y.), 
February, 1958. 20 cents. Pointing out 
that a rash of world-trade disorders 
has broken out during the past year— 
ith such countries as France, Japan, 
and India suffering from a shortage of 
foreign currencies—the author examines 
some diagnoses and solutions being cur- 
rently offered. Though finding some 
value in each of them, he concludes 
that only major surgery on the deep- 
lying structural defects in the interna- 
tional economy—costly and painful as 
it may be—will provide a basic, long- 
lasting cure for world-wide monetary 
maladies, 
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THE FOREIGN HOLDING COMPANY— 
WHEN SHOULD A COMPANY ORGAN- 
IZE ONE? By Andrew W. Brainerd. 
The Journal of Taxation (147 East 50 
Street, New York 22, N.Y.), February, 
1958. $1.25. The use of a foreign 
holding company to receive the earn- 
ings of a U.S. company’s foreign oper- 
ating subsidiary can result in major tax 
savings, observes the author, but he 
warns that there are some situations in 
which this device is not feasible. In 
this article he clarifies some factors to 
be considered, such as (1) the effect 
of the foreign tax credit law, (2) the 
problem of having subsidiaries in high- 
tax countries, and (3) the impact of 
international tax treaties. 
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‘EL SURVEY OF BOOKS 
J FOR EXECUTIVES 


MOTIVATION RESEARCH 
AND MARKETING MAN- 
AGEMENT. By Joseph W. 
Newman. Harvard University 
Graduate School of Business 
Administration, Division of Re- 
search, Boston, 1957. 525 
pages. $7.50. 


Reviewed by Leo Bogart* 


Among the spate of recently pub- 
lished books on motivation research, 
Joseph Newman’s volume perhaps 
comes closest to giving the reader a 
feeling of what the subject is really 
all about. Newman accomplishes this 
by concentrating on six specific case 
histories of research projects. These 
case histories, which occupy more 
than half of his text, are preceded 
by an introductory section _ briefly 
surveying the historical setting in 
which motivation research arose and 
even more briefly setting forth a few 
of the psychological ground rules by 
which it is generally considered to 
operate. 


* Associate Director of Research, Mc- 
Cann-Erickson, Inc. 


In a final section, the author 
comments on some of the specific 
research techniques employed in his 
case histories and wisely concludes 
that “there is no such thing as an 
inherently valid technique irrespec- 
tive of its manner or of its use.” He 
goes on to trace some of the problems 
encountered in the administration 
and utilization of research, and makes 
some observations and _ suggestions 
on the future of the field. 

The case histories presented by 
Mr. Newman cover a broad range of 
categories: insurance, coffee, auto 
mobiles, zippers, dieting, and grocery 
home service sales. Three of the 
studies reported were done by the 
research departments of advertising 
agencies and two by independent 
firms specializing in motivation re 
search. In one case (that of the 
Jewel Tea Home Service Routes) the 
author reports on studies of the same 
subject by two different research 
firms. 

The reader who is out for kicks 
will find little in this book to sup 
port the prevalent misconception of 
motivation research as sexy, sinister, 
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or cynical. The research findings are 
presented in a realistic context of 
business decision-making. In each 
case, the author aims to tell us what 
the problem was, what prior record 
of research, if any, preceded the 
motivation study, what discussion and 
negotiation led to the development 
of the study in its final form, how 
the research techniques were devised, 
what the interview guides and the 
actual interviews looked like, what 
interpretations were made of them, 
and how the results were received 
and applied by the sponsoring firm. 
Viewed in this perspective, it be- 
comes perfectly clear that motivation 
research is an integral part of the 
family of research techniques on 
which businessmen can call to help 
solve their marketing problems. It 
is no more intrinsically mysterious, 
suspect, or infallible than any other 
systematic method of study. 

Precisely because Mr. Newman has 
given us such a representative range 
of case histories, he gives us also an 
opportunity to visualize the wide 
range of techniques and quality that 
can exist in research that bears the 
motivational label. Masquerading un- 
der this title, for example, is one 
study that any half-way sophisticated 
reader will quickly realize to be 
nothing more than a conventional 
market survey. 

It is apparent also that the extent 
to which research findings prove 
useful varies considerably from one 
study to the next. The administra- 
tive problems that Mr. Newman de- 
scribes in the handling of motivation 
research are, to a very large extent, 
problems that are inherent in the 
acceptance of any kind of research 
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within a business organization. There 
are the usual problems of communi- 
cation, involved both in getting re- 
searchers to adapt their vocabularies 
and their ways of thinking to the 
businessman’s perspective and in get- 
ting business executives to accept the 
researcher's professional competence 
in selecting and administering ap- 
propriate techniques. In addition, 
the author points to the resistance 
that motivation research has aroused 
from established marketing research 
personnel with a traditional orienta- 
tion to sales statistics rather than to 
social science. 

As in much of the writing on this 
subject, the author places undue em- 
phasis on the psychological projec- 
tive techniques that are useful in 
understanding the personalities, atti- 
tudes, and motives of consumers. 
Such techniques, it should be noted, 
are often used quite successfully in 
conjunction with ordinary market 
surveys, as a means of eliciting re- 
sponses that can be analyzed statis- 
tically. The unique tool in motiva- 
tion research must always be the 
intensive interview, simply because 
it is the only means of penetrating 
the processes of thought in an indi- 
vidual; and it is primarily in this 
area that conventional market survey 
techniques are incapable of providing 
information. 

One important ingredient that is 
missing from Mr. Newman’s book, 
as indeed from all others thus far 
published in this field, is a clear-cut 
description of the process by which 
intensive interview data are analyzed 
and interpreted. This gap, it must 
be added, exists not only in the 
business literature on applied re- 
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search, but to a large extent in the zations, inferences, and insights may 
academic literature as well. Newman be drawn from qualitative material 
usefully provides us with the outline are likely to vary somewhat with the 
guides used in conducting interviews, individual researcher, much as do 
but the next step, in almost all his the procedures of interpretation and 
case histories, is a digest of the therapy in clinical psychology and 
actual report. It would have been psychiatry. It is precisely this varia 
particularly interesting had he been tion in practice that provides am 
able to provide the reader with a munition for those critics who write 
glimpse at the intervening stages— off motivation research as intuition 
say, some typical interviews, followed backed up by selected quotations 
by detailed descriptions of the way (ignoring the fact that statistical 
in which the study director in each _ analysis also makes use of hunches, 


case approached, read, coded, ex- imagination, and a generalized up 
cerpted, tabulated, and interpreted derstanding of the processes of im 
them before writing his report. dividual and social behavior). In 

There are rather widely under- this reviewer's opinion, the variations 


stood and reasonably standardized in method are fewer and less signif- 
procedures for the statistical analysis | cant than the critics imagine—but 
of quantitative survey data. How- there is little published evidence t 
ever, the methods by which generali- _ prove or disprove this view. 


Briefer Book Notes 


(Please order books directly from publishers) 


GENERAL 


SOCIAL SCIENCE IN PUBLIC RELATIONS: A Survey and an Analysis of Social 
Science Literature Bearing upon the Practice of Public Relations. Harper 
& Brothers, New York, 1957. 203 pages. $3.50. This volume summarizes 
some findings of social science research that may be applied in public rela- 
tions. The studies reported are grouped under the headings of communica- 
tion, attitudes and opinions, persuasion, attention, interest, motivation, and 
leadership. Each chapter contains reference notes. 


THE INVESTMENT DECISION. By John R. Meyer and Edwin Kuh. Harvard 
University Press, Cambridge, Mass., 1957. 267 pages. $6.00. Awarded 
Harvard’s David A. Wells economics prize for 1954-55. Further knowledge 
of what influences management to purchase plant and equipment, the authors 
feel, will help mold public policy to promote economic growth and reduce 
business fluctuations. To this end, they present a comprehensive statistical 
study of actual plant and equipment expenditures by about 600 manufac- 
turing firms between 1946-1950, divided among 15 major industry groups. 
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TALK THAT GETS RESULTS. By K. C. Ingram. McGraw-Hill Book Company, 
Inc., New York, 1957. 220 pages. $3.95. Better communication (in social 
situations as well as at business) is the theme of this entertaining but down- 
to-earth book. Mr. Ingram gives practical pointers on such problems as “how 
to disagree agreeably” and “why it is unreasonable to expect people to be 
reasonable,” and presents helpful guides to the principles that underlie good 
personal communication. 


INDUSTRIAL AND TECHNICAL PROGRESS. By C. F. Carter and B. R. 
Williams. Oxford University Press, New York, 1957. 239 pages. $4.00. 
Emphasizing the need for more rapid application of science and technology 
to British industry, the authors consider the economic background of the 
problem and make a number of recommendations for strengthening Britain’s 
over-all economy, as well as for improving technology in specific industries. 


BUSINESS LETTERS THAT TURN INQUIRIES INTO SALES. By Fred Nauheim. 
Prentice-Hall, Inc., Englewood Cliffs, N.J., 1957. 240 pages. $4.95. A 
guide to writing letters in reply to inquiries for product information, responses 
to advertising, customer comments, and service requests. Many sample letters 
are reproduced. 


OFFICE 


PAPERWORK—A LIABILITY OR AN ASSET? National Records Management 
Council, New York, 1957. 59 pages. $2.50. Proceedings of the Fourth 


Annual Conference on Records Management. Techniques for reducing the 
paperwork burden to lower costs and increase profits in such areas as 
creation and recording, processing and communication, storage and re- 
trieval, and personnel and organization are the main themes. 


AUTOMATION IN THE OFFICE. National Office Management Association, 
Willow Grove, Penna., 1957. 24 pages. $5.00. A study exploring the 
current and projected uses of automation in offices using EDP, IDP, ADP, 
and punched-card systems. The findings, based on returns from 3,936 
firms in 24 different types of business, afford a helpful guide to companies 
wishing to know what comparable organizations are doing in this area. 


ELECTRONICS IN THE OFFICE. Office Management Association, Ltd., 58 
Victoria Street, London, S.W. 1, England, 1957. 132 pages. $3.50. These 
papers, which were given at the 1957 conference of the Office Management 
Association, discuss such aspects of office automation as the workings of 
a computer, how to decide whether its installation is economically justified, 
and the practical experiences of four companies. Illustrated with diagrams 
and photographs. 


OFFICE MANAGEMENT AND CONTROL: Third Edition. By George R. Terry. 
Richard D. Irwin, Inc., Homewood, IIl., 1958. 769 pages. $8.35. This 
edition contains eight new chapters and 50 new case histories. Emphasis 
is placed on the four major functions of the management process—plan- 
ning, organizing, actuating, and controlling—with the aim of saving time, 
effort, and money for executives and office managers. 
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INFORMATION SYSTEMS IN DOCUMENTATION. Edited by Jesse H. Shera, 
et al. Interscience Publishers, Inc., New York, 1957. 639 pages. $12.00. 
The papers presented at the Symposium on Systems for Information Re- 
trieval, held under the auspices of Western Reserve University in April, 
1957. They describe information systems ranging from the traditional 
library techniques to punched cards and mechanical sorting. Actual applica- 
tions and case histories are given. 


PRODUCTION 


NATIONAL CONVENTION TRANSACTIONS, 1957. American Society for 
Quality Control, Inc., Milwaukee 3, Wisc., 1957. 718 pages. $3.50. These 
proceedings of the Eleventh Annual Convention of the ASQC _ include 
papers on the administrative applications of quality cor.trol; quality control 
problems in various industries and the armed services; sampling, standards, 
and statistical techniques; and the management aspects of quality control. 


PROCUREMENT: PRINCIPLES AND CASES: Third Edition. By Howard T. 
Lewis and Wilbur B. England. Richard D. Irwin, Inc., Homewood, IIL, 
1957. 913 pages. $8.40. This new edition covers the latest developments 
and techniques in industrial purchasing. A large part of the contents has 
been revised, and besides much new material a selective bibliography has 
been added. Seventeen of the cases that appeared in the 1952 edition have 
been replaced by 26 new ones. 


DESIGNING FOR PRODUCTION. By Edward N. Baldwin and Benjamin W. 
Niebel. Richard D. Irwin, Inc., Homewood, Ill. 1957. 645 pages. $8.40. 
Written from the viewpoint of the product engineer, this book analyzes the 
principal engineering materials and processes with the aim of helping the 
designer to develop a product that is functionally sound, marketable, and 
profitable. A chapter of case histories is included. 


MODERN PLASTICS ENCYCLOPEDIA ISSUE: Volume 35, Number 1A. Mod- 
ern Plastics, New York, 1957. 1154 pages. $3.00. The latest edition of 
this well-known encyclopedia provides basic information on every phase of 
plastics manufacturing and processing, from the selection of raw materials 
to the finishing of the end products. It also contains a comprchensive 
review of the year’s activities, as well as a primer and glossary. 


MANUFACTURING POLICY: A Casebook of Major Production Problems in 
Six Selected Industries. By Stanley S. Miller. Richard D. Irwin, Inc., 
Homewood, Ill., 1957. 807 pages. $14.40. This casebook of production 
problems in the furniture, cotton textiles, plastics, television set assembly, 
steel manufacturing, and oil industries focuses attention on decisions at the 
vice-presidential level. Designed for graduate students, it endeavors to pro 
vide a clear insight into the actual problems and responsibilities of top 
management through the study of related cases within a single industry. 
The competitive conditions and manufacturing processes of each of the six 
industries are described in detail, and comprehensive data are provided on 
the actual operating costs, growth trends, competitive moves, and _ plant 
processes of the individual companies studied. 
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MARKETING 


LIFE STUDY OF CONSUMER EXPENDITURES, Volume 1: A Background for 
Marketing Decisions. Conducted for Life by Alfred Politz Research, Inc. 
Time, Inc., New York, 1957. 146 pages. $10.00. The first in a series 
of projected studies which will report the findings of a questionnaire survey 
of consumer expenditures in more than 10,000 households. In this volume, 
consumer expenditures are grouped into eight major classifications, sub- 
divided into 57 specific product categories, and analyzed by annual house- 
hold income, its market, and its geographic location, and the hoiseholder’s 
education, occupation, age, and stage in the “life cycle.” 


THE WESTERN EUROPEAN MARKETS. By the J. Walter Thompson Com- 
pany. McGraw-Hill Book Company, Inc., New York, 1957. 287 pages. 
$18.00. A descriptive and statistical survey designed to serve as a guide to 
new marketing opportunities in Western Europe. Included are data on basic 
trends in Western Europe’s economy and postwar development; analyses of 
the 20 countries surveyed; and cost-of-living comparisons, sources of basic 
information, new features in distribution and advertising, and types of 
advertising media available. 


HOW TO PREDICT WHAT PEOPLE WILL BUY. By Louis Cheskin. Liveright 
Publishing Corporation, New York, 1957. 241 pages. $5.00. Intended for 
the business executive, advertising man, sales manager, commercial artist, 
and designer, this book sets forth the basic principles of motivation research. 
The research backgrounds of many successful marketing campaigns are de- 
scribed. Actual methods and procedures that have been used to predetermine 
the marketing effectiveness of packages and other sales media are also 


presented 


HOW TO MAKE THE MOST OF YOUR SALES TERRITORY. By Julius H. 
Katz. Prentice-Hall, Inc., Englewood Cliffs, N. J., 1957. 232 pages. $4.95. 
Written by a salesman for salesmen, this book covers such topics as how 
to make the most of a sales territory, how to explore and expand the selling 
area, and how to analyze territorial conditions affecting sales. The basic 
elements of salesmanship, such as human relations between the salesman 
and customer, are also discussed. 


QUESTIONS AND ANSWERS ON MODERN SELLING TECHNIQUES. By 
Charles B. Roth. Prentice-Hall, Inc., Englewood Cliffs, N. J., 1957. 184 
pages. $4.95. Using a question-and-answer form, the author considers 18 
key aspects of selling such as how to develop a selling personality; how to 
get in to see the customer; how to forestall or handle resistances; and how 
to build prestige and a reputation. 


SPARKS OFF MY ANVIL. By James R. Adams. Harper & Brothers, New 
York, 1958. 171 pages. $3.00. Reflections on a lifetime of work in adver- 
tising by a well-known practitioner. Ranging widely over the field, the 
author’s observations are set down in short, epigrammatic form and offer 

-to-earth advice on such matters as advertising strategy, buying motives, 
nourishing the creative mind, and promoting a fruitful relationship between 
advertising and industry. 
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RETAILING: Basic Principles. 


Prentice-Hall, Inc., Englewood Cliffs, N.J., 


By Pearce C. Kelly and Norris B. Brisco. 


1957. 620 pages. $7.75. 


Recent developments in retailing and a new chapter on launching and 
financing a retail store are features of this revised edition of a textbook 
originally published in 1935. Other subjects covered are building equipment 
and layout, organization, personnel, buying, receiving, marking and invoice 
control, inventory and stock control, merchandise planning, promotion and 
advertising, credit sales management, and customer service. 


Publications Received 
(Please order directly from publishers) 


GENERAL 


1958 U.S. MASTER TAX GUIDE. Com- 
merce Clearing House, Inc., 214 N. 
Michigan Avenue, Chicago 1, Ill. 1957. 
448 pages. $3.00. 


ADVENTURES IN SMALL BUSINESS. By 
the Editors of Fortune. McGraw-Hill 
Book Company, Inc., New York, N.Y. 
1957. 273 pages. $3.75. 


AN ECONOMIC THEORY OF DEMO- 
CRACY. By Anthony Downs. Harper 
and Brothers, New York, 1957. 300 
pages. $4.50. 


CITADEL, MARKET AND ALTAR. By 
Spencer Heath. The Science of Society 
Foundation, Inc., Baltimore, Md., 1957. 
$6.00. 


ENGINEERING ECONOMY. By H. G. 
Thuesen. Prentice-Hall, Inc., Englewood 
Cliffs, N. J., 1957. 552 pages. $6.95. 


INTERNATIONAL AND INTERREGIONAL 
ECONOMICS. By Seymour E. Harris. 
McGraw-Hill Book Company, New 
York, N.Y. 1957. 564 pages. $7.00. 


INTERNATIONAL STABILITY AND 
PROGRESS: UNITED STATES INTERESTS 
AND INSTRUMENTS. The American As- 
sembly, Graduate School of Business, 
Columbia University, New York, N.Y. 
1957. 184 pages. $1.00. 
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PRODUCTIVITY PRICES AND WAGE. 
By Jean Fourastie. European Pp 
ductivity Agency of the Organisation fe 
European Economic Co-operation, Suite 
1223, 1346 Connecticut Avenue, N.W, 
Washington 6, D.C. 1957. 113 pages 
$1.50. 


VENEZUELA: BUSINESS AND FINANCES. 
By Rodolfo Luzardo. Prentice-Hall, Ine, 
70 Fifth Avenue, New York 11, NY 
1957. 167 pages. $4.95. 


TIME BARRIERS. By Ralph J. Erwin 
Greenwich Book Publishers, 489 Fifth 
Avenue, New York 17, N.Y. 1957. # 


pages. $2.00. 


CAREERS IN ATOMIC ENERGY. 3; 
Walter J. Greenleaf. Available from 
Superintendent of Documents, US 
Government Printing Office, Washing 
ton 25, D.C. 1957. 36 pages. 25 cents 


BASIC RESEARCH: A NATIONAL 
SOURCE. The National Science Founde 
tion. Available from Superintendent d 
Documents, U.S. Government Printing 
Office, Washington 25, D.C. 1957. @ 
pages. 45 cents. 


ECONOMICS OF ATOMIC ENERGY. By 
Mary S. Goldring. Philosophical Libra, 
Inc., 15 East 40 Street, New York 16 
N.Y. 1957. 179 pages. $6.00. 
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ACTIVITIES AND SERVICES OF THE FED- 
ERAL GOVERNMENT IN DISTRIBUTION 
RESEARCH — A SUMMARY REPORT. 
Available from Superintendent of Docu- 
ments, U.S. Government Printing Office, 
Washington 25, D.C. 1957. 60 pages. 
40 cents. 


1957 HISTORICAL AND DESCRIPTIVE 
SUPPLEMENT TO ECONOMIC INDICA- 
TORS. U.S. Government Printing Office, 
Washington 25, D.C. 1957. 74 pages. 
40 cents. 


PROBLEMS OF DESIGN. By George 
Nelson. Whitney Publications, Inc., 18 
East 50 Street, New York 22, N.Y. 
1957. 205 pages. $10.00. 


BUSINESS ECONOMICS: PRINCIPLES 
AND CASES. By Marshall R. Colberg, 
William C. Bradford, and Richard M. 
Alt. Richard D. Irwin, Inc., Homewood, 
Ill. 1957. 537 pages. $8.35. 


AN APPROACH TO EXECUTIVE CON- 
TROLS THROUGH PROGRAMMING AND 
BUDGETING. By William O. Reeder. 
Business Research Center, College of 
Business Administration, Syracuse Uni- 
versity, Syracuse 10, N.Y. 1957. 41 
pages. $1.00. 


TECHNICAL COOPERATION IN LATIN 
AMERICA: HOW UNITED STATES BUSI- 
NESS FIRMS PROMOTE TECHNOLOGI- 
CAL PROGRESS. By Simon Rottenberg. 
National Planning Association, 1606 
New Hampshire Avenue, N.W., Wash- 
ington 9, D.C. 1957. 132 pages. $3.00. 


A DIRECTORY OF FOREIGN DEVELOP- 
MENT ORGANIZATIONS FOR TRADE 
AND INVESTMENT. Available from 
Superintendent of Documents, U.S. 
Government Printing Office, Washing- 
ton 25, D.C. 1957. 74 pages. 30 cents: 


ADVANCED RETAIL MANAGEMENT. To- 
be Lecture Series in Retail Distribution. 
Fairchild Publications, Inc., 7 East 12 
Street, New York 3, N.Y. 1957. 162 
pages. $5.00. 


LIFE INSURANCE FACT BOOK. By the 
Institute of Life Insurance, 488 Madi- 
son Avenue, New York 22, N. Y. 1957. 
112 pages. Gratis. 


THE HUMAN SIDE OF MOVING: A 
MANUAL FOR MANAGEMENT ON THE 
PROBLEMS OF PERSONNEL-RELOCA- 
TION. Compiled by Greyvan Lines, 
Inc., 57 W. Grand Avenue, Chicago 10, 
Ill. 1957. Gratis. 


OFFICE 


AN INTRODUCTION TO AUTOMATIC 
DIGITAL COMPUTERS. By R. K. Lives- 
ley. Cambridge University Press, 32 
East 57 Street, New York 22, N. Y. 
1957. 53 pages. $1.75. 


PROCEEDINGS OF THE WESTERN 
JOINT COMPUTER CONFERENCE. The 
Institute of Radio Engineers, 1 East 
79 Street, New York 21, N.Y. 1957. 
240 pages. $4.00. 


APRIL, 1958 


A STUDY OF PROBLEMS EXPERIENCED 
BY SMALL BUSINESS IN CONNECTION 
WITH PROCUREMENT OF MILITARY 
ELECTRONICS EQUIPMENT. By Joseph 
James Scavullo, 1711 61st Avenue, 
Cheverly, Md. 1957. 128 pages. $10.00. 


TECHNIQUES OF MAGNETIC RECORD- 
ING. By Joel Tall. The Macmillan 
Company, 60 Fifth Avenue, New York 
11, N.Y. 1958. 472 pages. $7.95. 
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MARKETING 


A POINT OF VIEW FOR SALESMEN. 
Volume one in the series, “The Psy- 
chology of Selling.” By Harold C. Cash 
and W. J. E. Crissy. Personnel Develop- 
ment, Inc., 122 East 42 Street, New 
York 17, N.Y. 1957. 54 pages. $1.50. 


THE USE OF APPEALS IN SELLING. 
Volume two in the series, “The Psy- 
chology of Selling.” By Harold C. Cash 


ment, Inc., 122 East 42 Street, New 
York 17, N. Y. 1957. 52. pages. $1.50, 


RECRUITING AND HIRING SALESMEN: 
REPORT 4. Sales Executives Club of 
New York. 1957. 82 pages. $15.00. 


SYSTEMS FOR THE AD DEPARTMENT, 
PORTFOLIO #11. Printers’ Ink Books, 
Pleasantville, New York. 1957. 47 


pages. $10.00. 


and W. J. E. Crissy. Personnel Develop- 


| A New AMA Course... . 
FIELD MANAGEMENT OF SALESMEN ) 


Tue SALES MANAGER—known variously as the branch, 
district, or regional sales manager or supervisor—has almost universally 
been left to his own devices of trial-and-error and unsupervised self- s 
education in attempting to grow into his job. Now, to help you 
equip him for the demands of leadership and give him the orientation, 


training, and guidance he needs, the Marketing Division of AMA r 
has designed a new course in Field Management of Salesmen. q 
The course will strengthen your first-line sales supervisors in C 
their command of managerial techniques: planning sales strategies, 
coordinating sales activities with other company operations, main- 1 
taining effective communication between headquarters and field, and b 
organizing and conducting sales meetings. In addition, the Course . 
will give them improved skills in interviewing salesmen, training new 
recruits, developing older salesmen, appraising and motivating the de 
sales force, and counseling problem salesmen. pr 
COURSE SCHEDULE 
Group A Group B Group C - 
Hotel Astor, AMA Academy, AMA Academy, 
New York City Saranac Lake, N. Y. Saranac Lake, N. Y. 
Unit | April 28-May 2 May 19-23 July 7-11 
Unit June 2-6 June 16-20 August 18-22 


To register or to obtain further information, address Course Registrar, 
Department M4, American Management Association. Al 


AMERICAN MANAGEMENT ASSOCIATION, INC. 13 
1515 Broadway ® Times Square ® New York 36, N.Y. 
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Government and the Insurance Industry 
and Managing for Cost Reduction . . . 


will be central themes at AMA's 


SPRING INSURANCE CONFERENCE 
May 5-7, 1958 Statler Hotel York 


Tue Basic pHitosopny of government insurance regulation is being 
closely examined, both in Washington and in state capitols. Manage- 
ment is wondering what direct effects the results will have on forth- 
coming insurance programs—what approach to regulation will best 
serve the interests of industry and the consumer. 


At AMA’s Spring Insurance Conference, speakers with important 
roles in local and national insurance investigations will explore these 
questions in detail, offering valuable insight into what new operating 
conditions insurance managers can expect to find in the next few years. 


Tue CONFERENCE'S APPROACH TO COST REDUCTION will be led off 
by a hard-hitting panel session that will examine what can be done 
now to keep expense at a minimum in such areas as self-insurance... 


deductibles . . . retentions . . . workmen’s compensation . . . loss 
prevention . . . business interruption. Other speakers will pay close 
attention to unemployment compensation . . . credit insurance .. . 


and loss prevention services. 


Prepare yourself for an up-to-the-minute attack on your 
own insurance costs by planning attendance at this im- 
portant meeting. Address Dept. M4, Insurance Division. 


AMERICAN MANAGEMENT ASSOCIATION, INC. 
1515 Broadway © Times Square ® New York 36, N. Y. 
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MARKS OF LEADERSHIP 


PLANNING 


The only sure thing about business conditions is that 
they are sure to change. Unless a manager is 
sensitive to new trends and developments, he can’t 
anticipate the future or plan accordingly. 


That’s why so many able executives attend AMA’s 
Divisional Conferences, Here, in ten different areas of 
management activity, they get a bird’s-eye view of 
business-in-transition: of problems just over the horizon. 


Not only in conferences, but in publications, services and 
other activities, the primary objective of AMA is to keep 
executives adequately informed. By alerting its members to 
events ahead, it enables them to keep their planning ahead. 


EDUCATION IN DEPTH 
FOR MANAGEMENT, OF MANAGEMENT, BY MANAGEMENT 


\\ 
\ 
f 
= ~ 
: 
A 
\\ 
Ch 
| 


ae 


